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THE TAFT-HARTLEY ACT'S BEARIN 
TRANSIT OPERATION”,< Buslne® 

By Philip B. Willauer/ «? 

Fifty Years of Independent \Pelephotiy, 
By E. C. Blomeyer \ 
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Gaining Public Acceptance for Needed 


Fare Increase 
By E. C. Giddings 
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The English Grid System 
By Sir Johnstone Wright 


Where modern speed and efficiency are 
most important, you'll find .. . 
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Kinnear Rolling Doors in one of 
modern shops of the Great Northern 
Railway Company. 


You keep plant efficiency from 
slumping at doorways when 
mee! install Kinnear Rolling 

rs. They combine all the 
space- and time-saving advan- 
tages of coiling upward action 
with the protective strength of 3 ; 
all-metal construction. UA Sngle tei he 
The smooth, easy action of a 5 oo. ie 
Kinnear’s famous invertocking- . - 
slat curtain s door traffic. Aes || 
The entire door coils quickly — 
out of the way above the open- —_— 
ing. All surrounding floor and + OE ne 
wall space is fully usable at all 
times. The opened door is always completely safe from damage by 
wind or vehicles. I-; rugged metal construction defies wind, storms 
and intruders . . . resists fire . . . stands up under years of punishing 
use. And with Kinnear Rolling Doors, you get maximum benefits 
from the motorized, push-button operation (wire remote control 
stations if desired) offered by Kinnear Motor Operators. Write for 


complete data on Kinnear Rolling Doors — today! ZA 


THE KINNEAR MANUFACTURING CO. 


Factories: 2060-80 Fields Ave., Columbus 16, 0. 
1742 Yosemite Ave., San Francisco 24, California 


. 
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BARBER BURNERS 


Give High Efficiency on Conversion Jobs 





—__— 


No. 324-D 


Barber Gas Conversion Burners are now furnished, if pre- 
ferred, in the “D” Series as shown above, with diaphragm gas 
control valve, a very dependable control at a price between 
those of our standard motor gas valvé‘and our magnetic gas 
valve. This diaphragm valve is electrically operated, positive 
in opening and closing, quiet in operation, and also permits 

burner to be manually operated if necessary. 





Barber Conversion Burners are made in shapes and capacities to fit 
the heating needs of all types and sizes of furnaces and boilers. They 
give top economy and efficiency, both from the existing heating equip- 
ment and the gas fuel, of whatever type. Barber burners, made for 30 
years, are in a different class entirely from competitive EXPERIMENTAL 
burners, because of their superior combustion principle, employing the 
patented Barber Impinged Jet. There simply is no comparison between 
the average mixer-type gas burner and the Barber vacuum pre-mixture 
design. For satisfactory performance, equip your jobs with genuine 
Barber units. 


Listed in A.G.A. Directory of Approved Appliances. 
Ask for new Catalog and prices 
on conversion burners, appliance burners, and pressure regulators. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


e BARBERSZ2x%<BURNERS-~ e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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assures recovery of fixed charges 
was eo. 7 : T 


SANGAMO- ‘DEMAND INSTRUMENTS. ‘ 


The increasing dissimilarity of modern loads of conilibicel customers “i 
makes it impractical to use averages in establishing a eo basic 





) eis WD Demand Meters are simple, ac 
_ instruments for this purpose. Sangamo, Bocce Instroments ore 
available i in an extensive line—designed for yout particular needs. 


SANGAMO 


ELECTRIC « At ) COMPANY 


SPRINGF ILLINOI 
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Pages with the Editors 


—— after this issue goes into cir- 
culation, the American Transit As- 
sociation will be meeting in Atlantic City 
for its annual convention, October 8th 
to 10th. About the same time the inde- 
pendent telephone companies will be 
celebrating their golden jubilee, marking 
the fiftieth year of their existence as an 
organized industry. This will come with 
the national convention of the United 
States Independent Telephone Associa- 
tion in Chicago, October 14th to 16th, 


STILL another great utility industry 
will be holding its national convention on 
October 6th to 9th when the American 
Gas Association meets in Cleveland, 
Ohio. Naturally, the almost  simul- 
taneous occurrence of these three meet- 
ings makes it somewhat difficult for a 
publication such as Pusiic UTILITIES 
FORTNIGHTLY to mark the occasion ap- 
propriately for all three in the same is- 
sue. For that reason we have set aside 
our next (October 9th) issue for honor- 
ing the gas industry, while in this issue 
we are presenting articles of special in- 
terest to the transit and independent tele- 
phone industries. 


In the first category is the opening 
article dealing with the timely question 
of whether the Taft-Hartley Act is ap- 
plicable to particular transit company 
operations. The author of this analysis 
is a new contributor to this publication. 
He is Puitie B. WILLAUER, legal coun- 
sel for the Philadelphia transportation 
engineers’ firm of Simpson and Curtin. 
Mr. WILLAUER is a graduate of Ursinus 
College and also holds degrees from 
Clark University, University of Penn- 
sylvania, and Temple University. He 
has been practicing law in Philadelphia 
since 1937, except for a 2-year period of 
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E, C, BLOMEYER 


military service in the naval reserve, 
from which he was discharged with the 
rank of Lieutenant. He has specialized 
in labor law and labor relations, and is a 
former member of the committee on 
labor and industry of the Pennsylvania 
Bar Association. 


oe article of interest to transit 
companies, in this day of skyrocket- 
ing operating costs, is the description of 
how one transit company in a great 
metropolitan city was able to obtain a 
prompt and necessary increase of fares 
with a minimum amount of opposition. 
This was done through an intelligent 
and carefully planned publicity cam- 
paign, designed to acquaint the com- 
pany’s customers with the company’s 
circumstances. The success of this cam- 
paign, which resulted in an actual in- 
crease of public sympathy and good will 
towards the company in a rather difficult 
economic situation, is a tribute to the 


6 





September 25, 1947 Public Utilities Fortnightly 





“‘UMERCURY SWITCHES BY MERCOID 
HAVE THE ENDURANCE OF PROVIDING 


MILLIONS 


OF “MAKES” AND “BREAKS” IN THE ELECTRICAL CIRCUIT 


THEY ASSURE FULL ¢ 
PROTECTION AGAINST =F a IN ALL TYPES OF 
SWITCH TROUBLES MERCOID CONTROLS 


Pressure Control 


MEANING 


BETTER AND MORE DEPENDABLE CONTROL PERFORMANCE 
INCLUDING MUCH LONGER AUTOMATIC CONTROL LIFE, 
FOR HEATING AND AIR CONDITIONING EQUIPMENT— ALSO 
FOR NUMEROUS IMPORTANT INDUSTRIAL APPLICATIONS 
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THE MERCOID CORPORATION, 4201 BELMONT AVENUE, CHICAGO 41, ILL. 
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8 PAGES WITH THE 
company officials and staff members who 
laid out and followed through the fare 


increase publicity plan. 


FE. C. Grpp1ncs, author of this article 
on transit fare publicity, beginning page 
425, was born and raised in Brooklyn, 
New York. He started a newspaper 
career as a cub reporter on the old Brook- 
lyn Standard Union and later joined the 
staff of the New York World, and sub- 
sequently the New York Journal. He 
got into the transit business shortly be- 
fore the New York subways were sold 
to the city. In 1939 when the Brooklyn- 
Manhattan Transit Corporation agreed 
to sell its operating properties, Mr. Gip- 
DINGS was an active negotiator and pub- 
lic relations counsel. He came to the 
Capital Transit Company in Washington, 
D. C., November, 1942, and is now vice 
president of that organization in charge 
of public relations. 


His interest in this work, however, 
spreads beyond his own company’s op- 
erations. He is an active member of the 


public relations committee of the Amer- 


ican Transit Association, chairman of 
public relations of the YMCA of Wash- 
ington, and director of public relations 
for District 22 of the Lions Club. 


W: are indebted to a rather unusual 
source for the historical frontis- 
piece in this issue, showing the first elec- 
tric streetcar in the city of Baltimore. We 
noticed this picture as one of a group of 
historical illustrations used in connection 
with an advertising series for Western 
Maryland Dairy. The nostalgic flavor of 
the 1880's is certainly captured in this 
series of scenes in and about the quaint 
city of white steps. The streetcar has 
come a long way since the brightly paint- 
ed rickety little coaches shown in the 
frontispiece (released to us through the 
courtesy of Western Maryland Dairy 


and McKee & Albright, Inc.). 
* * * 


os 1904, when he first entered the 
telephone business in Missouri, E. C. 
BLOMEYER has been one of the most ac- 
tive and influential figures in the growth 
and development of independent teleph- 
ony. In the early years of his career, 
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E. C. GIDDINGS 


as operating executive, he was highly in- 
fluential in the adoption of sound admin- 
istrative methods among operating com- 
panies, and became a recognized leader 
in the shaping of policies in the industry. 


In 1912, Mr. BLOoMEYER went to 
Waco, Texas, to become vice president 
and later president of the Brazos Valley 
Telephone & Telegraph Company. He 
joined the Theodore N. Gary organiza- 
tion when it acquired the Texas proper- 
ties, In 1920, he became vice president of 
Automatic Electric Company, Chicago, 
and four years later went to Kansas City 
as vice president of Theodore Gary & 
Company. He conducted the negotiations 
for the acquisition of most of the tele- 
phone properties which now comprise the 
Gary group, and for a numbez of years 
was the group’s executive officer. For the 
past several years he has made his head- 
quarters and residence in Chicago, and 
now serves as officer and/or director of 
a number of the Gary group companies. 
He is the author and publicist of a con- 
siderable number of contributions to the 
literature of telephone company adminis- 
tration. 


THE next number of this magazine 


will be out October 9th. 


i “cage 
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reduce payroll 
administrative costs 


for public utilities 


58,000,000 workers in American industry today neces- 
sitate streamlined and mechanized payroll accounting 
for efficient administration. Whatever the size of your 
payroll, deductions for social security, withholding 
taxes, pension plans or insurance premiums mean that 
your payroll procedure must be accurate, fast, infor- 
mational and controlled. 


Remington Rand bookkeeping machines provide 
the special features to solve your payroll problems 
Every form you require — payroll register, statement, 
pay check or envelc pe, individual earnings record, etc., 
is prepared at one operation. 


Individual, adjustable registers accumulate each 
deduction separately. Cross computing registers 
compute and print the net pay automatically. Completely 
electrified alphabet, numeral and operating keys speed 
each operation. Checks are numbered, dated and 


“protected” automatically ! 


Let your Remington Rand specialist show you how 
; this machine works on your payrolls. Write to Remington 
1Ons Rand Inc., Adding-Bookkeeping-Calculating Machines 
cle- BP oivision, Dept. PF, 315 Fourth Ave., New York 10, N.Y. 
» the 
ars 
the 
-ad- 
and s ) MANAGEMENT 
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Production of goods for interstate commerce, 
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Transit operations linked to interstate com- 
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In The Latest Utility Rulings 


Municipal plant service beyond city limits is 
subject to regulation, 455. 
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for gambling, 457. 

Rates not tested by return on fair value, 457. 

Experimental air transport operation disap- 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 
Various regulatory rulings by courts and commissions reported in full text, 
pages 129-160, from 69 PUR NS 
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Imagine doing an analysis job 


with not 6... but 300 hands! 


2 what happens in our Bill Fre- 
quency Analyzer which is one of the 
most remarkable machines you ever saw. 
It is an electro-mechanical device with 300 
registers which automatically classify and 
accumulate—all in one step! 


150,000 to 200,000 


This mechanical marvel is exclusive with 
us and of especial interest to you for the 
speed and ease with which the machines 
compile bill analyses. 


Operated by our trained personnel, these 
machines can analyze between 150,000 and 
200,000 bills in one day! And no clerical 
work is required in your office. 


The cost for this unusual service is also 


worth looking into. The charge is but a 
small fraction of a cent per item. 
Get all the facts 


Read the FREE booklet, “The One-Step 
Method of Bill Analysis,” which will give 


you further details. Send for it now! 





RECORDING AND STATISTICAL CORPORATION 


102 MAIDEN LANE, 


NEW YORK 5, N. Y. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 
—MONTAIGNE 














EprroriaL STATEMENT “Arrival of the world at the atomic age has not changed 
The New York Sun. in the slightest degree the elementary fact that a strong 
voice carries furthest when it emanates from a strong 
body.” 
e 


Epvwarp L. BERNays . the function of government in industrial relations 


Public relations counsel. should be to deve'op good will and encourage harmony 
Government in the role of umpire should be fair and just, v 
informed and inte!ligent, and unprejudiced toward either 
side.” 

© 
Joun R. DUNNING “We have seen the destructive use of atomic energy 
Professor, Columbia University and now we must explore into its constructive use. The 


public should understand that the substitution of atomic 
power for conventional power is not yet just around the 
corner.” 


* 
EpiroriAL STATEMENT “If this country is too weak to permit the existence of 
Chicago Journal of Commerce thoughts which the majority does not like, it doesn’t de- 


serve to survive. But it is another matter entirely to keep 
subversive individuals on the public payroll. That much 
is just plain, common sense.” 


G. METZMAN “To keep step with the public utilities and other indus- 
President, New York Central Sys- tries, the railroads should have an increase in the return 
tem. on their capital investment. Their job is just as essential 


to the economy and welfare of the country and they, too, 
are entitled to a ‘living wage.’ ” 





Wittram Henry CHAMBERLIN “The sorry state of western civilization in this year 
Columnist, The Wall Street 1947 is closely associated with a moral and psychological 
Journal. phenomenon that is likely to seem more significant, in the 


long run, than any single atrocity or catastrophe of war 
and dictatorship. This is man’s loss of faith in himself.” 


* 
Haroip E. STassen “.. 1am convinced that we can work out broad regu- 
Former governor of Minnesota. lations and careful rules within which the dynamics of a 


private capitalism should ope ate. It would be a tragic 
mistake to turn toward governmental ownership or So- 
cialism or planned economy, or however you wish to label 
the opposite trends.” 
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MAXIMUM CONTACT 
provided by V-groove con- 
ductors protected by bev- 
elled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of 
Conductor Fittings. 


PENN-UNION 


on 5k. 5 Ok Sk Om & SE ® | ee ee oe ee 











HEAT PUMPS - 


By PHILIP SPORN, Executive Vice-Presi- 
deat and Chief Engineer, American Gas and 
Electric Service Corporation; E. R. AM- 


BROSE, Air Conditioning Engineer, Ameri- 
can Gas and Electric Service Corporation; 
and THEODORE BAUMEISTER, Consult- 
ing Engineer, American Gas and Electric 
Service Corporation, and Professor of Mechan- 
ical Engineering, Columbia University. 


HEAT PUMPS is the first full technical 
book about a major tool in the action 
against waste of vital natural resources. It 
is a practical book—based on the authors’ 
combined experience in the design, installa- 
tion, operation, and maintenance of heat 
pumps. It considers those aspects of the 
performance and design which are impor- 
tant in the assembly of a good heat-pump 
installation. 

Heat pumps have many advantages over 
conventional heating and cooling systems: 

1. Economy in cost of installation 
By combining Bestia’ and cooling in the 
same is p to improve 

: ee economics ty both. : 

5 The combination of esting and cooling 
in a single system results in a minimum 
use of space. 

3. Flexibility of arrangement 
The location of equipment is not fixed. 
It can be placed on the roof, in the base- 
ment, or practically anywhere desired in 
the building. 

4. Concentration of utility service 
By combining heating and cooling require- 
ments into an all-year-round single system, 
it is possible to arrange the building to 
operate on a single electrical-utility serv- 
ice. Thus, the need for additional gas, 
oil, or coal service is eliminated. 

$3.75 


1947 188 Pages 
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FREE EXAMINATION COUPON 
= WILEY & SONS, INC. | 





Ave., New York 16, N. Y. PU-9-25-47 


Please send me, for ten days’ free qominstion, a“ Fs | 
of Sporn—Ambrose- Baumeister’s PUMPS. 
desire to keep the book, I will remit ‘ss.t5 plus postage; 
otherwise I will return the book postpa | 


Name 
BGAROER  cnccccccvcccccccncscccesectesecseerdseeses ees 
CD ddan cdinsevesevoseetteciecsgae Btate. ..ncccrsccccese | 
Bamploved by... ee ce cc scccccescoccesscesccccesesescses 


(Offer not valid outside U. $.) 
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REMARKABLE REMARKS—( Continued) 


E. M. VoorHEEs 
Chairman, finance committee, 
U. S. Steel Corporation. 


Joux W. BucH 
U. S. Bureau of Mines. 


ALFRED P. SLOAN, JR 
( hairman, General Motors 
Corporation. 


BerNnarp M. Barucu 
linancier. 


Excerpt from “New England 
Letter,” published by The First 
National Bank of Boston. 


Rosert R. Wason 
Chairman, National Association 
of Manufacturers. 


Evitor1AL STATEMENT 
The Wall Street Journal. 


SEPT. 25, 1947 


“Taxes shift the capacity to buy things from taxpayers 
to the recipients of gove-nment disbursements, but in and 
by themselves taxes are neither inflationary nor deflation- 
ary. Tax consequences to the community are more to be 
sought in terms of their influence upon incentives to pro- 7 
duce than upon prices.” *' 


¥ 


“We read of atomic power plants which will compete 
with coal at $7 or $10 a ton. But it is safe to predict that 
when electric power, generated by an atomic pile, is avail- 
able at the average cost of coal to utility plants, coal wll 
still be in full demand, whether it is for electricity, heat. 
or liquid hydrocarbons.” , 


* 


“liguratively speaking, it is the cash register of the 
country reflecting hundreds of millions of transactions 
that validates wages, prices, and business volume and justi- 
fies profits in a free, competitive economy. And the more 
interferences are kept out, the sooner the essential adjust- 
ments will be accomplished.” 


> 


“The process of individual effort which we call the 
capitalistic system may not be the ultimate but it is the 
best thus far devised. I believe in trying to better that 
system instead of tearing it down—of repairing that which 
has carried us so far instead of abandoning it and strik- 
ing out afoot in new directions.” 


“In practically all of the social betterment plans that are 
being advocated, emphasis is placed upon generous slices 
of the cake instead of upon making a larger cake. When 
commitments are made beyond economic capacity, national 
security is undermined and the hand-out system degen- 
erates into a distribution of poverty.” 


¥ 


“Under a planned economy, Russian, German, or British, 
without hope of gain, the farmer tills less diligently, the 
miner toils without hope, industry produces less goods, 
the enterpriser banks the fires of ambition, the investor 
withholds his funds, jobs are fewer, there is less wealth 
to divide, the standard of living falls, people hecome serfs 
of the state.” 


ad 


“The danger that this country will drift into some form 
of totalitarianism arises, we suggest, not from communists 
but from those people who would compromise with Com- 
munism, who would have us believe that there is some 
halfway house to freedom, that men in their economic 
life can be subject to some conscious control, centrally 
administered, and still remain freemen in charge of their 
own personality.” 
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There’s comfort galore in the brand new postwar cab of new 
light or medium duty GMC models! It’s all-steel . . . rubber 
stabilized . . . wider and longer . . . completely insulated and 
soundproofed. Its wider seat is adjustable forward and back- 
ward. Its windshield is higher and wider . . . visibility greater 
all around. Its unique ventilation system provides circulating 
fresh air . . . heating and defrosting if desired. 


Out front, there’s added protection with rugged bumper bar 
grille, frame-mounted and angle-braced. Under the hood, there’s 
war-proved, improved power with engines of “Army Work- 
horse” design. Under the load there’s the strongest, sturdiest 
chassis GMC has ever built for light and medium duty hauling. 


GMC TRUCK & COACH DIVISION © GENERAL MOTORS CORPORATION 


THE TRUCK OF VALUE "Ce GASOLINE ¢ DIESEL 


TRUCKS 
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Recent C-E Steam Generating 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





~——9q be a 
+ —— oe ~ 
; f “ c 
. t — ™ , 
r pac — — 
3 E 3 bad iI = 
F \ : = 
: 4 e } d . J 
f Ad \ 4 7 - | 
& ™ “J - ' ~ 
3 IT a le 
i t ’ ' } 
f 7 | 
H qi . 
f ; Wi} 
F j ! | 
| i | \. e 7 2° aloe 
} wl i 
} HW) . 
F Y 
5 YZ 
E \ | 
f 7 , , 
F rnd F |) 
i . ¥ 
a! £ ” = — , 
j +} 4 
++ 4 
. ie i i [ 
i } * j 
mh. : 
i sl 
im ft j 
om { 1 Wr Sao — : 
a { ‘ 
‘ i r 
ge { . 
i / . ‘ 
a | rs \y | Be pts a - 
; = ae, /25. q . 
{ $ 
pen wy 
hee os 
« 
a 
G2 PRODUCTS WNCLUDE ALL TYPES OF SOWERS, FURNACES, PULVERIZED FUEL SYSTEMS AND STONERS: ALSO SUPERREATERS, ECOWOMIZERS AND AIR SEATED r 


Public Utilities Fortnightly 





Units for Utilities... 


PLANT ATKINSON 


GEORGIA POWER COMPANY 


HE C-E Unit, illustrated here, is now in process of fabrication for 
Plant Atkinson of the Georgia Power Company located at Harryat, 
Georgia. This plant — largest in the company’s system — at present 
operates three 60,000-kw turbine-generators all served by C-E steam 
generating equipment. This unit will serve a new 60,000-kw extension 


to the station. 


The unit is designed to produce, at maximum continuous output, 
600,000 Ib of steam per hr at 875 psi and 900 F. It is of the 3-drum 
type with 2-stage superheater arrangement and integral economizer 
located in the rear pass. The furnace is fully water cooled using closely 
spaced plain tubes. It is of the basket-bottom type discharging to 


a sluice. 


Pulverized coal firing is used employing C-E Raymond Bow] Mills 
and Vertically-Adjustable, Tangential Burners. This burner arrange- 
ment, in conjunction with Montaup-type by-pass dampers, assures 


accurate control of superheater temperatures. B-159A 





NENGINEERING 


200 MADISON AVENUE NEW YORK 16, N.Y. 
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EXIDE BATTERIES 


..- always ready... always sure 


You can always count on Exide Batteries for prompt and 
powerful action the instant there is a call for storage battery 
power. Because of their long and trustworthy performance 
in Central Station service, Exide Batteries are preferred by 
a large percentage of the country’s light and power com 
panies for control bus and switch gear operation, emergency 
lighting and other storage battery tasks. 


Exide Batteries have earned the confidence of engineers 
everywhere, and their widespread use is proof of their 
dependability, long life and ease of maintenance. 


Whatever your storage 
battery problems may 
be, Exide engineers will 
be glad to help you 
solve them. 


THE ELECTR 
IC 
Lemans Adernig ares = chs 
atteries of Canada, Limited ee Philadelphia 32 
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INSURANCE COSTS 


f SLASHED 42% 





aN 

HIS large organization had dangerously slippery floors. 
Constant slip and fall accidents boosted i insurance rates, 
til the insurance ¢ y itself st . advised a 
gram of floor beauty- sith -safety with the’ Legge System 

Non-Slip Floor Maintenance. 
Accidents dropped 98% within a year. And down came 
insurance premiums twice! . . . for total savings of 42%. 


INSURANCE COMPANIES HAVE THE FACTS 

n many other institutions, office buildings and plants, 
asualty insurance companies have recommended the 
Legge System 

s AINTENANCE for non-slip 

oarect FLOOR © 5S floor beauty. 
costs Le Their safety rec- 
ords prove that 
Legge scientific 
maintenance 
makes floors 
lastingly non- 
slip; practically 
eliminates 
costly accidents. 





Legge floor polishes have also been approved as con- 
stant anti-slip protection by Underwriters’ Laboratories 
and other leading organizations. 


YOUR OWN FLOOR SAFETY ADVISOR 


You get a complete advisory service with the Legge System. 
A trained Legge floor expert engineers the danger out of 
your floors. He investigates your conditions . . . prescribes 
a program for your needs . . . shows your ‘maintenance 
staff proper methods . . . then checks results regularly. 

This tailor-made program actually costs less. One basic 
polish treatment usually lasts months, sometimes years — 
saves resurfacing labor, takes 25% less materials. And 
your floors are preserved; costly replacement made 
unnecessary. 


YOU SAVE THREE WAYS 


Lower maintenance costs .. . prevent 
floor replacement . . . pay lower insur- 
ance premiums and fewer accident costs. 
How you can do all three is told in our 
free booklet, “Mr. Higby Learned About 
Floor Safety the Hard Way.” It’s yours 
without obligation. Clip this coupon to 
your letterhead and mail today. 





D watren G. LEGGE CO., INC. 

11 West 42nd St., New York 18, N. Y. 
360 N. Michigan Ave., Chicago 1, Ili 
Gentlemen: 

Please send me your free book, “Mr. 
Higby Learned About Floor Safety the 
Hard Way.” 








Type of Floor 
Approx. Area___3q. ft. 
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JOHNNY CAPACITOR’S KILOVAR ECONOMICS q 


ON-THE-SPOT KILOVARS 





ARE EVEN MORE IMPORTANT 





ON INTERCONNECTED SYSTEMS 











JOHNNY SAYS: 


“Capacitors have put on long pants. They are now one of the most 
important economic tools available to the system pi and desig 
to help him meet the ever present pressure to deliver lower cost power.” 


This pressure is being met in part by 
the economies provided by system inter- 
connections and heavier line loadings. 
This operating practice dictates that in 
order to efficiently operate the system and 
properly control voltage, the operator 
must have control of sources and paths of 
flow of kilovars as well as kilowatts. 


The philosophy of dealing with kilo- 
vars and kilowatts as two independent 
commodities provides a practical and 
straightforward means of analyzing and 





designing system supply. By this concept 
it becomes a simple matter to operate on 
the basis of producing kilovars by auxil 
iary means, such as capacitors, located at 
or near the load, and releasing line ca- 
pacity for carrying additional kilowatts 
of pay load. 


A General Electric field representative 
will be glad to explain in further detail 
the specific advantages of applying capaci- 
tors to your system. Write to Apparatus 
Department, General Electric Company, 
Schenectady 5, N. Y. 


GENERAL (%) ELECTRIC 
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q nage + Utilities Association, Accounting Section, begins convention, Lake Delton, 
Vis 





{ Porcelain Enamel Institute will hold annual meeting, Cleveland Ohio, Oct. 10, 11, 1947. 





§ United States pomprasen nt Telephone Association will held annual convention, Chi- 
cago, Iil., Oct. 14-16, 19 








9 Texas Mid-Continent Oil and Gas Association will hold mecting San Antonio, Tex., 
Oct. 16, 17, 1947. 





¥ National Metal Congress and Exposition will hold meeting, Chicago, Ill., Oct. 20-24, 
1947. 





§ American Water Works. Association, Ohio, Section, begins meeting, Columbus, 
Ohio, 1947. 








@ OcTOBER "7 














§ South Dakota Telephone Association begins convention, Sioux Falls, S. D., 1947. 





4 Mortgage Bankers Association of America begins convention, Cleveland, Ohio, 1947. 





¥ Association of American rem Communications Section, will hold convention, 
Miami Beach, Fla., Oct. 21-23, 1947 





{ American Water W see Association, Wisconsin Section, will hold meeting, Milwaukee, 
Vis., Oct. 23-25, 1947 





q American Public Works Association begins annual conference, Jacksonville, Fla., 1947. 





{ American Gas Association begins annual convention, Cleveland, Ohio, 1947. 
q National Safety Congress and Exposition, begins, Chicago, Til., 1947 





{ National Farm Electrification Conference begins, Indianapolis, Ind., 1947. 





§ American Transit Association begins annual convention, Atlantic City, N. J., 1947. 
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Public 
Utilities 


FORTNIGHTLY 


SEPTEMBER 25, 1947 


The Taft-Hartley Act’s 
Bearing on Transit Operation 


Many transit operations are obviously not in interstate com- 
merce, but it-is not so simple a matter, declares the author, to 
decide whether or not operations of a particular transit com- 
pany affect interstate commerce so as to make the new Federal 
labor law applicable. A transit utility may be intrastate com- 
merce for rate regulation and interstate for labor regulation. 


By PHILIP B. 


NION attitude toward the Taft- 
U Hartley or National Labor Re- 

lations Act of 1947 ranges from 
outright hostility to passive accept- 
ance. Until this initial reaction 
changes, it must be expected that 
unions will seek to avoid the new law 
whenever such avoidance is lawfully 
possible. There are several alterna- 
tives open to the unions and it is al- 
ready clear that these alternatives are 
being pursued by the unions to the full- 


*For 


rsonal note, see “Pages with the 
Editors.” ~ = 
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est extent allowable under existing law. 

Perhaps the most publicized, as a 
result of the recently negotiated con- 
tracts between the coal operators and 
John L. Lewis and between the Ford 
Motor Company and UAW, is the 
procuring of contracts limiting union 
liability under the new law. But there 
are other alternatives. Heretofore, 
unions have been quick to invoke the 
assistance of the National Labor Re- 
lations Board in obtaining recognition 
and in processing grievances involving 
possible unfair labor practices. The 
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unions have made it clear that they will 
be slow to seek the aid of the board 
under the new law. Obviously, this 
means an increased reliance upon 
negotiation by unions as a means of 
obtaining recognition, settling griev- 
ances, and procuring contracts limiting 
union liability. 

The attainment of union objectives 
can and will be sought, when negotia- 
tion fails, by increased resort to eco- 
nomic pressure in the way of strike 
threats, withdrawal of union codpera- 
tion, slowdowns, and actual strikes 
within the limitations permitted by the 
new law. In states where less onerous 
labor relations laws are effective, an 
increasing resort by unions to the as- 
sistance of such laws and the state 
agencies administering them must be 
expected. 

A greater dependence upon negotia- 
tion in pressing union objectives is de- 
sirable and should be welcomed by 
management. Resort to strikes and to 
state labor relations agencies, however, 
will pose for the transit industry a par- 
ticularly difficult problem. While the 
industry has been expressly exempted 
from the Fair Labor Standards Act of 
1938, no such exemption has been 
provided in the case of the Wagner 
Act or its successor, the new Taft- 
Hartley Act. Any industry or em- 
ployer engaged “in” interstate com- 
merce or whose operations “affect” 
interstate commerce comes under the 
National Labor Relations law and 
must conform to its provisions. 


M ANY, perhaps most, transit opera- 
tions are obviously not “in” in- 
terstate commerce. But it is not so sim- 
ple a matter to decide whether or not 
the operations of a particular transit 
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property “affect” interstate commerce, 
Yet, this is exactly what many transit 
properties will have to determine in the 
months immediately ahead. This deci- 
sion will be forced upon management 
by union insistence that the particular 
transit property is engaged in a purely 
local activity and that, therefore, the 
Taft-Hartley Act does not apply. If the 
new law does not apply it will, of 
course, be unnecessary for the union to 
surrender the closed shop in the few 
instances in the transit industry where 
it has obtained such type of union se- 
curity, or to conform to the require. 
ments of the new law in continuing or 
procuring such union security provi- 
sions as the union shop or maintenance 
of membership. Many additional limi- 
tations upon union freedom of action 
will similarly be avoided, in the 
absence of any restrictive state 
legislation. 

It must be anticipated that union 
insistence upon the inapplicability of 
the new law will be greater where the 
probability exists that such union con- 
tention may be well founded. Manage- 
ment rejection of the union’s position 
will in the circumstances be deemed 
especially provocative. Neither the 
traditional policy of the industry fa- 
voring resort to arbitration nor the 
recently enacted state laws * governing 
settlement of labor disputes in the 
public utility industry may suffice in 
such case to avoid a strike or other 
curtailment of work. Transit manage- 
ment must consequently be prepared to 
face this issue, to act on it intelligently, 
and to discuss it with the union repre- 
sentatives when made an issue. 


ECTION 2 (6) of the Taft-Hartley 
Act defines commerce as “trade, 
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traffic, commerce, transportation, or 
communication among the several 
states.” A transit operation which 
carries passengers over its regular 
routes between two or more states is 
obviously engaged “in” interstate 
commerce. Thus, a company regularly 
operating busses between points in the 
District of Columbia and Virginia, 
and occasionally to a race track in 
Maryland, is engaged in interstate 
commerce and subject to the National 
Labor Relations Act. The same is 
true of a company operating a bus 
service between contiguous cities lo- 
cated in different states.® 

Section 2 (7) of the Taft-Hartley 
Act defines “affecting commerce” as 
meaning “in commerce, or burdening 
or obstructing commerce or the free 
flow of commerce, or having led or 
tending to lead to a labor dispute 
burdening or obstructing commerce or 
the free flow of commerce.” In apply- 
ing the similar language of the Wagner 
Act to a large transit operation * the 
court stated? : 


The test of the board’s jurisdiction un- 
der the act is, not whether the operations of 
the company constitute interstate commerce, 
but whether a stoppage of its operations by 
threatened industrial strife would result in 
substantial interruption to or interference 
with the free flow of such commerce. . . 
The purpose of Congress to extend the op- 
eration of the act, to cover any business 
whose interruption by labor disputes would 
interfere with interstate commerce, is per- 
fectly clear. 


Subsequently, the court quotes 
language used by the United States 
Supreme Court in another case as fol- 
lows: “. . . even if appellee’s activity 
be local and though it may not be 
regarded as commerce, it may still, 
whatever its nature, be reached by Con- 
gress if it exercises a substantial 
economic effect on interstate com- 
merce.” In holding that the company’s 
operations affected interstate com- 
merce, the court further declared °: 


We can take judicial notice of the fact 
that Baltimore is in size the seventh city of 
the United States; that it is a large city ina 
small state; that its industry is largely en- 
gaged in the production of goods for and 
the transportation of goods in interstate 
commerce; that the proper functioning of 
the industrial life of such a city is de- 
pendent to a large extent upon the trans- 
portation furnished by its streetcars and 
busses; and that a tie-up of this means of 
transportation would in large measure 
paralyze the life of the city and greatly 
hinder and impede the flow of the inter- 
state commerce in which the people of the 
city are engaged. 


re is placed upon the de- 
pendence by industries producing 
goods for interstate commerce on the 
transit facilities of the community. 
Absence of any such dependence may 
produce a different decision. Thus, the 
operations of a Chicago bus company 
were held by NLRB not to “affect” 
interstate commerce when the company 
carried less than 7 per cent of the total 
passenger traffic in the Chicago metro- 


2 


“THE attainment of union objectives can and will be sought, 
when negotiation fails, by increased resort to economic pres- 
sure in the way of strike threats, withdrawal of union co- 
Operation, slowdowns, and actual strikes within the limita- 
tions permitted by the new law. In states where less onerous 
labor relations laws are effective, an increasing resort by 
unions to the assistance of such laws and the state agencies 
administering them must be expected.” 
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politan area and its routes to industrial 
areas were in direct competition with 
routes of other transit companies.” On 
the other hand, another company 
which carried approximately 76 per 
cent of the total passengers in the Chi- 
cago area and supplied the most ex- 
tensive transit service, conceded that 
it was subject to the National Labor 
Relations Act and was held by NLRB 
to be subject to its jurisdiction.® 

There are a number of transit 
operations which, though primarily 
local in character, regularly carry pas- 
sengers back and forth across state 
lines over established routes. These 
companies, whether small or large, are 
engaged in interstate commerce, must 
conform to the provisions of the Na- 
tional Labor Relations law, and are 
subject to NLRB jurisdiction. There 
are dominant transit companies which 
supply the major transportation needs 
of large metropolitan areas within 
which substantial industrial and busi- 
ness operations are conducted. The 
transit services of these companies, 
though confined to such metropolitan 
area wholly within a single state, 
“affect” interstate commerce since cur- 
tailment of such services as the result 
of a labor dispute would have an 
immediate and substantial effect upon 
the business and industrial activity 
within the area. Consequently, these 
companies, too, must conform to the 
National Labor Relations law and are 
subject to NLRB jurisdiction. 


_—e the transit industry there 
are small properties operating 
wholly within a single state which 
service rural areas, small urban com- 
munities, or a large urban center in 
competition with one or more domi- 
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nant properties handling the major 
passenger traffic in such large center. 
These transit properties are not en- 
gaged in interstate commerce nor do 
their operations affect interstate com- 
merce. Consequently, these companies 
are not under the Taft-Hartley Act 
and are not subject to the jurisdiction 
of NLRB. They are subject, however, 
to any state labor relations law which 
may have been enacted by the legisla- 
ture of that state. 

The great majority of transit com- 
panies within the industry do not fall 
within the above classifications. They 
are still faced with the very real and 
practical question whether the provi- 
sions of the recently enatted Taft- 
Hartley Act are applicable to their 
properties. Union insistence that the 
law is not applicable has already made 
this matter a very live issue on some 
properties. 


Tests Applied by the Courts 
And NLRB 


We Bis question as to whether a par- 
ticular transit operation affects 
interstate commerce, thereby requiring 
conformity to the National Labor Re- 
lations Act of 1947, is not easily 
answered. Each individual transit 
company presents a separate problem 
which must be considered in the light 
of the facts pertaining to its opera 
tions. Previous decisions of NLRB, 
and to a lesser extent of the courts, 
have developed certain tests: 

1. Does the transit operation handle 
the major burden of supplying public 
transportation service in the com- 
munity ? 

2. Does the transit operation furnish 
transportation service to and from in- 


dustrial plants engaged in the produc: 
tion of goods for interstate commerce? 
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Transit Operations in Interstate Commerce 


6¢ M ANY .. . transit operations are obviously not ‘in’ interstate com- 

merce. But it is not so simple a matter to decide whether or 
not the operations of a particular transit property ‘affect’ interstate com- 
merce. Yet, this is exactly what many transit properties will have to 
determine in the months immediately ahead. This decision will be forced 
upon management by union insistence that the particular transit property 
is engaged in a purely local activity and that, therefore, the Taft-Hart- 

ley Act does not apply.” 





3. Does the transit operation form a 
link with interstate railroad, bus, and 
air lines serving the community? 

4. Is the transit operation a wholly 
owned subsidiary of, or affiliated in 
any manner with, a company engaged 
in interstate commerce ? 

5. Does the transit operation extend 
its service under contract with the U. 
S. Post Office Department to mail car- 
riers transporting U. S. mail? 

6. Does the transit operation provide 
interstate charter or special party 
service under certification of the In- 
terstate Commerce Commission? 

7. Does the transit operation require 
the purchase of supplies and equip- 
ment in substantial amount from out- 
side the state in which it operates? 


When a number of these questions 
are affirmatively answered in the case 
of a given transit operation, it is 
clear under the decisions that a tie-up 
of such operation due to a labor dispute 
would affect interstate commerce. Con- 
sequently, such operation comes with- 
in the scope of the National Labor 
Relations Act and is subject to the 
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jurisdiction of NLRB.® The difficulty 
arises, however, in making such de- 
termination when some of the ques- 
tions require a negative, others an 
affirmative, and still others a qualified 
answer. What weight is to be given 
the different tests ? 

It is not possible to weight each of 
these tests nor to rank each one in im- 
portance as compared to the others. 
The significance to be ascribed to each 
is a matter for determination by 
NLRB and ultimately the courts. The 
cases in which these tests have been 
applied to particular transit operations 
are still too few to permit of more than 
a tentative and rough evaluation. 


Dominant Transit Properties 


HE fact that the transportation 
needs of a community are wholly 
or largely supplied through the transit 
services of either a single or a domi- 
nant property would not in itself seem 
to be a decisive test. Such fact becomes 
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important only when the industrial 
and business activities within the com- 
munity are so substantial that an inter- 
ruption of transit services would affect 
interstate commerce by slowing down 
or halting such industrial and business 
activity. Obviously, this result would 
not be produced by a curtailment of 
service in small or medium-sized com- 
munities in which there was little or no 
industrial activity. This test in itself, 
therefore, appears to be of subsidiary 
importance. 


Production of Goods for 
Interstate Commerce 


é p= presence in a community of 
industrial plants engaged in the 
production of goods for interstate 
commerce is another matter. Their 
presence raises the basic question as to 
whether a tie-up of transit facilities 
would cause such plants to shut down 
or curtail production. If so, a labor 
dispute in transit would “affect” inter- 
state commerce by halting or slowing 
down the flow of goods produced by 
such plants into the channels of inter- 
state commerce. Where a transit op- 
eration services a community in which 
such industrial plants are located, a 
number of questions are indicated. 
How many persons are employed by 
such industries; how do the em- 
ployees travel to and from their work; 
what portion supply their own trans- 
portation; what portion use compet- 
ing transportation facilities ; and what 
portion use the facilities of the transit 
operation in question? The answers to 
these and similar questions will show 
the degree of dependence of the opera- 
tions of such industrial plants upon the 
transit facilities of a particular com- 
pany. If substantial dependence is 
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shown, the transit operation will cer- 
tainly be held by NLRB to “affect” 
interstate commerce and to be subject 
to the jurisdiction of NLRB. 

The question then arises as to how 
far the courts may be expected to go 
in sustaining NLRB’s finding that in- 
terstate commerce is “affected” in 
such a situation. Unfortunately, the 
industry has only one court decision to 
which it can turn for guidance, the 
Baltimore Transit Company Case 
referred to previously. In that case the 
NLRB found that the operations of 
the company affected interstate com- 
merce and that it had jurisdiction to 
entertain a charge and issue a remedial 
order with respect to an unfair labor 
practice. The NLRB decision came 
before the circuit court upon petition 
of the NLRB to enforce its remedial 
order and petition by an independent 
union for a review. 

The circuit court found that al- 
though “the vehicles of the company 
do not cross state lines,” nevertheless 
the operations of the company did affect 
interstate commerce. The latter finding 
was based by the court upon the 
grounds that (1) “the vehicles of the 
company... carry to and from work 
thousands of passengers who are er- 
gaged in the production of goods 
that flow in interstate commerce” ; (2) 
“the cars and busses of the company 
. .. Carry persons traveling in interstate 
commerce to and from the stations and 
wharves of interstate carriers”; (3) 
“the cars and busses of the company 

. transport mail and newspapers 
moving in interstate commerce” ; and 
(4) “the company brings into the 
state annually large quantities of ma- 
terials and supplies” in connection with 
its transit operation. 
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= setting forth these bases for 
its finding that interstate com- 
merce was affected, the court indicated 
that its decision may have been affected 
by the broad interpretation of the com- 
merce power of Congress by the courts 
in applying the Fair Labor Standards 
Act of 1938 and similar legislation. 
The court declared #: 

If Congress may regulate the labor “4 
tions of a clothing manufacturer .. . 
wages of an elevator operator in a loft build. 
ing .... or the grain acreage of a farmer 
.. » . because of the effect these may have 
on interstate commerce, it would be absurd 
to say that its power does not extend to the 
labor relations of a street transportation 
company, upon whose operation the indus- 
trial life of a great city extensively engaged 


in interstate commerce is so largely de- 
pendent. 


The circuit court accordingly af- 
firmed the NLRB order with modifi- 
cations not here relevant. The United 
States Supreme Court thereafter 
denied petition for certiorari, thereby 
indirectly approving the circuit court’s 
decision though not necessarily every 
aspect of its reasoning. 

Baltimore is a major East coast 
seaport through which foreign com- 
merce flows in substantial tonnage. 
Notwithstanding this fact and the 
failure to obtain a full-dress hearing 
before the U. S. Supreme Court, it 
seems reasonably certain that any 
transit operation supplying the major 
part of the transportation needs of any 


metropolitan community will be held 
by the courts to be within the jurisdic- 
tion of NLRB and subject to the provi- 
sions of the National Labor Relations 
Act. It may reasonably be expected 
also that the courts will make the same 
ruling as to a transit operation provid- 
ing the major transportation service 
in a moderate or medium-sized com- 
munity containing substantial indus- 
trial areas devoted to the production 
of goods for interstate commerce. 
How much further the courts will go 
in finding that transit operations 
“affect” interstate commerce in com- 
munities where some industries are 
engaged in production of goods for 
interstate commerce cannot be foretold 
by analysis of the Baltimore Transit 
Company Case. 


HE NLRB in its own decisions, 

however, has gone much further 
in applying this test. The Charleston 
Transit Company, an intracity and 
suburban bus operation, serves a popu- 
lation of approximately 120,000 per- 
sons in and about the capital city of 
West Virginia. In August, 1944, the 
NLRB ruled ™ that the operation af- 
fected interstate commerce since (1) 
roughly 15 per cent of the employees 
working in plants producing goods for 
interstate commerce were dependent 
upon the company’s bus facilities, and 


e 


carries passengers over its regu- 


“A TRANSIT operation which 
lar routes between two or more states is obviously engaged ‘in’ 


interstate commerce. Thus, a company regularly operating 


busses between points in the 


District of Columbia and Vir- 


ginia, and occasionally to a race track in Maryland, is engaged 
in interstate commerce and subject to the National Labor Re- 


lations Act.” 
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(2) the company purchased substan- 
tial materials and supplies outside of 
West Virginia. In its opinion the 
board sets forth its findings (1) that 
11 industrial companies located in the 
city limits employed approximately 
10,888 persons of whom 16 per cent 
relied upon the bus operation for 
transportation to and from work, and 
(2) that 16 industrial companies 
located outside the city limits, but 
within the Charleston industrial area, 
employed approximately 9,566 persons 
of whom about 14 per cent relied upon 
the bus operation for transportation to 
and from their work. 

The Menderson Bus Lines is the 
smaller of the two major transit com- 
panies which service a population of 
roughly 145,000 in and adjoining 
Phoenix, Arizona. In October, 1944, 
the NLRB, upon the same two grounds 
as in the Charleston Transit Company 
Case, determined that the operations 
of the Menderson Lines affected inter- 
state commerce and subjected that 
property to the jurisdiction of 
NLRB.” The company is credited, in 
the decision handed down by NLRB, 
with transporting 26.7 per cent of all 
passengers using public transportation 
systems in the area. The board found 
that 49 industrial plants in the area 
were engaged in the production of 
goods for interstate commerce. These 
plants employed 12,712 persons of 
whom approximately 20 per cent relied 
upon the public transportation systems 
in the area to get to and from their 
places of employment. As the Mender- 
son Lines carry only about one-quarter 
of the total transit passengers in the 
area, it seems clear its operations were 
relied on by very much less than 20 per 
cent of the persons so employed. 
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HESE two NLRB decisions did 

not come before the courts for re- 
view. Whether the courts will refuse 
to go as far as the board has gone in 
interpreting the term “affecting com- 
merce” and applying it in the transit 
industry remains to be seen. Mean- 
while, these decisions make it clear that 
the board would take jurisdiction over 
any transit operation whenever (1) 
some ten or twelve thousand persons 
in the community are employed in 
plants producing goods for interstate 
commerce, and (2) of the total so 
employed, two or three thousand are 
found to rely upon the local transporta- 
tion system to go to and from their 
places of employment. There is, of 
course, no assurance that these rough 
figures represent minimum require- 
ments. The board may well find in 
some future case that it has jurisdic- 
tion if as few as 10 per cent of the 
persons employed in plants producing 
goods for interstate commerce rely 
upon public transportation to get to 
and from their work. 

There is an obvious limitation, how- 
ever, on the board in that (1) reliance 
upon public transportation must be 
established, and (2) the reliance must 
attain the degree where an interrup- 
tion of transit service as the result of 
a labor dispute would in fact impede 
or obstruct the flow of interstate com- 
merce. If only several hundred out of 
several thousand employees would be 
affected it is difficult to believe that 
interstate commerce would be affected. 
In the first place, absence of such 
employees might well not perceptibly 
reduce production. Secondly, so few 
employees being involved the greater 
the likelihood that they could tem- 
porarily supply their own transporta- 
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Transit Operations over State Lines 


cé HERE are a number of transit operations which, though primarily 

local in character, regularly carry passengers back and forth 

across state lines over established routes. These companies, whether 

small or large, are engaged in interstate commerce, must conform to the 

provisions of the National Labor Relations law, and are subject to 
NLRB jurisdiction.” 





tion by use of their automobiles and 
car pooling. Finally, the question is 
also raised now as to the soundness of 
this test in those states which have 
recently outlawed strikes in the public 
utility industry, These laws in outlaw- 
ing strikes would serve to guarantee 
uninterrupted service. 


Transit Operations Linked to 
Interstate Companies 


Amz operation will be held to 


be under the National Labor 
Relations Act and subject to the 
board’s jurisdiction when (1) it forms 
a link with interstate railroad, bus, or 
air lines serving the community, or 
(2) it is operated by a company which 
is a subsidiary of, or in some form 
closely affiliated with, another company 
engaged in some type of interstate 
business. The two tests are frequently 
interrelated and for that reason may 
readily be considered together. 
In the Baltimore Transit Company 
Case, the court included among the 
grounds for its decision the mere fact 
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that the system carried “persons travel- 
ing in interstate commerce to and from 
the stations and wharves of interstate 
carriers.” The board, too, guided no 
doubt by the court’s opinion, has fol- 
lowed the same reasoning in at least 
one case.” There may be some validity 
to such reasoning when applied to large 
urban centers where persons in sub- 
stantial number may be found daily 
completing or commencing interstate 
journeys. Even in such cases, how- 
ever, accessibility to the stations and 
airports of interstate carriers is gen- 
erally had via local taxicab services, 
and in the case of air carriers via trans- 
portation arranged for by the air car- 
rier. It would seem clear, therefore, 
that generally much more is required 
to be shown than the mere fact that 
airports, railway, and bus stations of 
interstate carriers are accessible by 
way of one or more routes of the 
local transit system. In fact the 
board has ruled that a local transit op- 
eration is not engaged in, and does not 
affect, interstate commerce where by 
SEPT. 25, 1947 
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arrangement both the local transit com- 
pany and one or more interstate car- 
riers issue suburban tickets to com- 
muters good for passage over the lines 
of both within the state." 


HE operations of a local transit 

company do affect interstate com- 
merce, however, where, by agreement 
with one or more interstate carriers, 
the company honors for passage over 
its routes tickets presented by pas- 
sengers arriving from, or bound for, 
points outside of the state on the lines 
of such interstate carriers."* The same 
result follows when a local transit com- 
pany and an interstate carrier company 
are operated as a single integrated en- 
terprise under common managerial 
control." Or where a public utility 


company engaged in the manufacture 
and interstate distribution of electrical 
energy also operates a local transit 


system."” 

A somewhat similar situation arises 
where a local transit system is operated 
by a company which is a subsidiary of 
or affiliated with another company en- 
gaged in interstate commerce. Thus, 
the board has held that a local transit 
company was engaged in interstate 
commerce where the transit company 
was a wholly owned subsidiary of and 
had the same officers as the parent 
corporation which was engaged in in- 
terstate distribution of electricity. As 
there were other factors present in the 
case, it is not possible to determine how 
decisive a role the intercompany rela- 
tionship should be allotted in molding 
the decision reached by the board. In 
another case, however, the board ruled 
that a casualty company engaged in the 
business of insuring against public li- 
ability claims was not subject to the 
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board’s jurisdiction although it was a 
wholly owned subsidiary of a transit 
company whose operations the board 
believed “probably affect commerce 
within the meaning of the act suff- 
ciently to warrant our assuming juris- 
diction over its employees.” 


HESE decisions, as well as sound 

logic, indicate the necessity of es- 
tablishing some direct connection be- 
tween the local transit operation and 
interstate commerce. This direct con- 
nection may be provided by (1) any 
agreement between a local transit op- 
eration and an interstate carrier which 
facilitates the use of local transit fa- 
cilities by the passengers of the latter 
on their interstate journeys; (2) the 
operation of a local transit company 
and an interstate carrier under the 
same management; or (3) the opera- 
tion of a transit system by a company 
which shares the same officers and is 
otherwise in close relationship as sub- 
sidiary or affiliate of another company 
engaged in interstate business. With- 
out some such direct connection, the 
effect of a local transit operation upon 
interstate commerce is too remote to 
bring it within the jurisdiction of 
NLRB.” 

On the other hand, if there exists 
such a direct relationship, the board 
has determined on at least one occasion 
that it has jurisdiction even though the 
actual amount of interstate commerce 
involved be quite insubstantial, and 
even though it decline to assume such 
jurisdiction.** The case involved a 
California bus company operating 
busses between San Francisco and Los 
Angeles. By agreement with three in- 
terstate bus carriers, tickets issued by 
such carriers to persons undertaking 
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interstate journeys were good for pas- 
sage on the bus lines of the local Cali- 
fornia bus company. The board, in its 
decision, stated that of 68,762 pas- 
sengers carried by the operation in 
1944, only 756 or about one per cent 
were traveling interstate. Similarly, of 
5,500 carried during the month of 
May, 1945, only 83 or about 13 per 
cent were initiating or completing an 
interstate journey. The bus company 
functioned under certificate of public 
convenience issued by the California 
Railroad Commission. While the com- 
pany was also registered with the In- 
terstate Commerce Commission, it 
submitted no reports to that Federal 
agency. On these facts the board re- 
jected the contention of an AFL 
union that the company was not sub- 
ject to NLRB jurisdiction because of 
the insubstantial amount of interstate 
commerce involved. The board never- 
theless decided it would not exercise 
such jurisdiction since “in view of in- 
substantial nature of the company’s 
interstate business,”’ the policies of the 
act would not be effectuated thereby. 


Make Weight Tests—Transporting 
U. S. Mail 


AT test which has been ap- 
plied is whether the transit op- 
eration carries United States mail.™ 
How decisive this factor would be 
standing alone is difficult to say. Gen- 
erally, such activity is minor, and is 


readily dispensed with. It would seem 
unlikely, therefore, that either the 
board or the courts would consider this 
factor as decisive, standing alone. It is 
more in the nature of a “make weight” 
test which may assume a larger im- 
portance in doubtful cases when other 
tests fail to establish a clear decision. 


Make Weight Tests—lInterstate 
Charter Service 


HIs test has not been specifically 
alluded to by either the board or 
the courts. Generally, it would seem 
to be properly classified with other 
“make weight” tests, assuming greater 
importance where the application of 
other criteria proves indecisive. It be- 
comes a matter for consideration in 
each case, however, since any form of 
Interstate Commerce Commission reg- 
istration or certification is accepted by 
the board as relevant evidence.” 
More particular attention to this 
factor must be given by any transit 
operation which may have built up a 
substantial business in _ interstate 
charter service under ICC certification. 
If such service has become a fairly 
well-established phase of the com- 
pany’s business and produces revenue 
in very substantial amount or a sub- 
stantial portion, let us say roughly 10 
per cent, of total revenues, such fact 
may in itself result in a finding that 
the company is engaged in interstate 
commerce. 


e 


fects interstate commerce, thereby requiring conformity to Na- 


a question as to whether a particular transit operation af- 


tional Labor Relations Act of 1947, is not easily answered. 
Each individual transit company presents a separate problem 
which must be considered in the light of the facts pertaining to 
its operations.” 
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Make Weight Tests—Purchase 
Of Supplies 


HE court in the Baltimore Transit 
Company Case included among 
the reasons for its decision the fact 
that “the company brings into the state 
annually large quantities of materials 
and supplies.” The court took pains 
to point out that in a single year the 
company had purchased 1,698,280 gal- 
lons of gasoline, 313,976 gallons of oil, 
both originally coming from outside 
the state, and used 138,381,291 kilo- 
watt hours of electricity purchased 
from a producer obtaining in excess of 
39 per cent of its total output from out- 
side the state. The decisions of NLRB, 
following the pattern set by the court, 
are replete with statistics describing 
the amounts and dollar value of such 
purchases, including new equipment. 
Notwithstanding the position taken 
by the same circuit court in the Balti- 
more Transit Company and Virginia 
Electric & Power Company cases and 
by the board in its decisions, this test 
is neither proper nor appropriate. Its 
application would quite obviously re- 
sult in a holding that every bus op- 
eration affected interstate commerce 
except in the rare case of a company 
located in a state where oil was pro- 
duced and refined and vehicles and re- 
pair parts manufactured. Even in such 
state a transit company which could be 
shown to have favored outstate pro- 
ducers and manufacturers in its pur- 
chases would be held by its operations 
to affect interstate commerce. The 
same would be true as to trolley opera- 
tions. Only such transit company as 
was willing and able to purchase trolley 
equipment from a manufacturer in the 
same state and to power such equip- 
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ment by electricity from an intrastate 
producer, would escape jurisdiction of 
the board, in the absence of any other 
fact placing the —- under board 
jurisdiction. 


ous a result is obviously absurd. 
The board has itself recognized 
this fact in refusing to base its deci- 
sion on such factor in the Chicago 
Motor Coach Company Case, where it 
declared** : 

The company purchases its gasoline and 
certain other items from points outside the 
state. While the flow of such materials 
across state lines is a salient factor with re- 
spect to manufacturing and distributing in- 
dustries which are engaged in the business 
of conveying or handling materials in the 
flow of interstate commerce, this aspect of 
the case is only incidental to a business de- 
voted entirely to transportation of pas- 
sengers.- Should such a factor be given con- 
trolling weight it would be difficult to con- 
ceive of even the smallest bus line or taxi 
company which would be outside the scope 
of the act unless it appeared to be located 
in one of the petroleum producing states. 
(Italics supplied.) 


Notwithstanding.the board’s critical 
and sound appraisal of this test in the 
Chicago Motor Coach Company Case, 
it is still retained by the board as one 
of the bases upon which the operations 
of-a transit company may be found to 
affect interstate commerce.” Pre- 
sumably in conformity to the state- 
ment made in that case, the test is no 
longer to “be given controlling weight” 
but is still to be used as a make weight 
factor. 


HILE such limited use of this test 

must be anticipated in future 
cases before NLRB, it is not likely to 
be sustained by the courts as a valid 
test. In the transit industry, equipment 
and supplies purchased are not a part 
of “the flow of commerce” within the 
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meaning of that term as defined and 
applied by the courts in cases involving 
other industries and _ transactions. 
Typical illustrations are afforded by 
milk distributors purchasing milk out- 
side but selling it within the state, or 
meat distributors purchasing livestock 
outside the state and then slaughtering 
and selling the meat within the state. In 
such situations there exists a literal 
flow of the product from its source, 
across state lines, through processing 
plants, and into the hands of the ulti- 
mate consumer. 

Obviously, in such cases the proces- 
sor and distributor are an integral part 
of the very stream of commerce itself. 
A work stoppage at those points conse- 
quently has the direct and immediate 
effect of stopping the flow of such 
product. Clearly, therefore, it becomes 
a valid test of the processor’s or dis- 
tributor’s relationship to commerce to 
inquire whether his product comes 
from outside the state or is destined 
in his hands for sale beyond the state 
borders. When applied to the transit 
industry, however, such test loses all 
meaning. If by any stretch of the 
imagination it be held to have any 
meaning, then all distinction between 
local and interstate commerce or indus- 
try will have been obliterated. Our 
courts certainly have given us no indi- 
cation that they are prepared to go that 
far in modifying our traditional Fed- 
eral-state dual system of government. 


Make Weight Tests— 
Miscellaneous 


8 Bi. board has on occasion applied 
additional tests in determining 
whether or not a transit operation af- 
fects interstate commerce. In one 
case, for example, the board, in find- 
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ing that the operation affected inter- 
state commerce, pointed out that 43 
per cent of the space leased on busses 
for advertising purposes was devoted 
to the advertisement of products sold 
nationally. Such a test reduces itself to 
an even greater absurdity than the 
question of the locality from which 
materials and supplies are purchased. 
Presumably, the theory is that a transit 
company is in the same category as an 
advertising agency operating on an in- 
terstate basis. Just as logically it could 
be said to be in the professional fund- 
raising business because it donates 
space for the promotion of commu- 
nity fund-raising campaigns. Or to be 
in the same category as a professional 
baseball club because of the donation 
or sale of display space for such 
purposes. 

This test simply is not valid and can- 
not conceivably be sustained by the 
courts. The relationship of the lease of 
such space for the advertisement of 
products having a national distribu- 
tion to interstate commerce is too re- 
mote and tenuous. Such reasoning has 
obviously been borrowed from court 
decisions interpreting the application 
of the Fair Labor Standards Act. As 
in so many other cases, having been 
taken from its original setting, it has 
no meaning or force in the new cir- 
cumstances to which it is sought to be 
applied. 


M validly the board has pointed 
to the fact that local transit 
operations frequently transport per- 
sons to and from war plants and mili- 
tary establishments.*” This reasoning 
represents an effort to found NLRB 
jurisdiction upon the war powers of 
the national government. While no 
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doubt valid and of considerable prac- 
tical effect during a period of war or 
state of wartime emergency, it can 
have no such expansive effect upon 
NLRB jurisdiction during peacetime. 
The mere accessibility via local transit 
routes to a Navy Yard, arsenal, gov- 


ernment hospital, military post, or 
other installation is, therefore, ir- 
relevant today. The sole test is whether 
jurisdiction is conferred upon NLRB 
by reason of the commerce power vest- 
ed by law in the United States gov- 
ernment. 
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ad seems very difficult for trade union people to grasp the 
close relation that exists between profits and employ- 
ment. High profits are invaribly accompanied by high employ- 
ment. Not only do they ignore this, but there is no understand- 
ing of the way in which large profits cause business manage- 
ments to expand, to project new capital expenditures, and to 
take on more employees. The capital outlays, in turn, provide 
millions of jobs in construction, in machinery manufacture, 
and in other durable goods activities.” 
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Fifty Years of Independent 
Telephony 


An analysis of the historical background of the inde- 
pendent telephone business which this year marks its 
fiftieth milestone as an organized industry. 


By E. C. BLOMEYER * 


HERE frequently arises the ques- 
tion of why, in a world in which 


the supplying of telephone serv- 
ice is a governmental or private mo- 
nopoly in many important countries, 
there should be in the United States 
many ownerships and managements of 
telephone systems providing service to 
the public. 

In this country, in addition to the 
some 7,500 telephone exchanges owned 
and operated in the great metropolitan 
areas and elsewhere by the 22 operat- 
ing companies of the Bell telephone 
system, there are some 12,000 ex- 
changes owned and operated by more 
than 6,000 separate telephone com- 
panies—commonly known as the “in- 
dependents” — not owned or con- 


*For personal note, see “Pages with the 
Editors.” 
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trolled by the Bell telephone system. 

The answer to the why of this 
situation lies in the history of the tele- 
phone industry in the United States. 

That answer discloses a most 
significant fact: That, of all the coun- 
tries of the world, the greatest and 
most rapid development of the tele- 
phone has taken place in that country 
—the United States—in which there is 
the widest diversity of telephone own- 
erships and managements. 

The independent segment of the 
telephone industry has been called the 
“unknown industry” because, at least 
until recent years, relatively few people 
outside the telephone business have 
known of its size and of its importance, 
past and present, to the telephone in- 
dustry as a whole, Many people today 
do not know of its existence. 
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ve independent telephone com- 
panies were in operation even be- 
fore the basic patent on the telephone 
transmitter, issued to Alexander Gra- 
ham Bell in 1876, expired in 1893. 
(Bell’s second important early patent, 
on the receiver, was issued in 1877 and 
expired in 1894.) There are in fact 
records of independent telephone com- 
panies operating as far back as 1889, 
some of which had been supplying serv- 
ice for several years before that time. 

The independent telephone business 
is not, therefore, a fledgling industry. 
The important and highly constructive 
part it has played in the development of 
telephony in the United States is vivid- 
ly portrayed in the history of the tele- 
phone industry in this country. 

We shall attempt to sketch the high 
lights of that history, and to show the 
very good reasons for the coming of 
the independents, for their existence 
during those turbulent years of war- 
fare between them and the early man- 
agement of the Bell telephone system, 
and for their existence now. 

The reasons for the coming and 
growth of the independents are not 
hard to analyze. If Mr. Bell had in- 
vented the washing machine or the elec- 
tric fan or other device of like im- 
portance instead of the telephone, he 
and his associates could no doubt have 
introduced their product throughout 
the country in a more orderly way. 
They could have taken their time about 
extending their business, enlarging the 
scope and territory of their activities as 
the necessary capital, manufacturing 
facilities, and organization became 
available to them. They could have 
gone into the large cities first—as they 
naturally did with the telephone—let- 
ting the smaller towns and cities wait. 
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Under such circumstances they 
could have controlled the situation for 
a long time and could have made their 
own terms and conditions for the use 
of their device. By the time their basic 
patents expired they would have had 
their product so well established and 
their method of doing business so firm- 
ly seated that competition would have 
been sporadic and of a nature to be 
dealt with fairly easily. 


HE trouble with any such plan as 
this was that the telephone was 
not simply a gadget which made life a 
bit easier. It was a thing which changed 
ways of life. The moment it became 
possible, by the erection of some wires 
and the installation of some easily 
manufactured equipment, for persons 
to converse over considerable distance, 
new values were added to life, new cus- 
toms were made possible, and new 
methods of doing things came into 
being. 
The telephone was, in short, too im- 


portant in the lives of many people to- 


be left to the control of any one set of 
people. The whole country was unwill- 
ing to wait until Mr. Bell and his asso- 
ciates got around to supplying it with 
telephones. It wanted, and needed, its 
telephones now. It got them in very 
many cases from locally organized and 
locally owned companies—the inde- 
pendents. 

At the time the Bell receiver patent 
expired early in 1894 the then Bell sys- 
tem had, principally in eastern cities, 
some 237,000 exchange subscribers. 
This was the growth that had been 
made by the Bell organization in 
eighteen years. Meanwhile the inde- 
pendent movement had progressed so 
rapidly that in the year 1894 a partial 
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roster of independent exchanges then 
in operation or under construction in- 
cluded 116 cities and towns in widely 
scattered parts of the country. 

It is undeniable that the entrance of 
so many people into the telephone busi- 
ness greatly expedited the availability, 
growth, and use of the telephone in the 
United States. Chalk up one first good 
mark for the independents, therefore 
—they made the telephone available 
much more quickly to many more 
people than could possibly have been 
done by any one organization. It is 
partially the impact of that early rapid 
growth of the telephone that made and 
has kept this country the greatest user 
of telephone service of any country in 
the world. 


he may well be that there should be 
chalked up to the credit of the inde- 
pendents another mark of great im- 
portance. It is very possible that the 
existence of independent telephone 
companies preserved the telephone 
business as a privately owned enter- 
prise in this country. 

In the late 1880’s, just at the time 
the telephone was beginning to make its 
first important impress on the life of 
the nation, there was running through- 
out the country a high tide of feeling 
against private monopoly. A few 
monopolistic industries were riding the 


general public ruthlessly, This situa- 
tion culminated in the enactment by the 
Congress, in 1890, of the Sherman 
Antitrust Act, which prohibited “mo- 
nopolizing, attempting to monopolize, 
or combining or conspiring to mo- 
nopolize, any part of trade or com- 
merce.” 

This was before the days of govern- 
mental regulation of utilities. Under 
those circumstances, it hardly seems 
likely that a public service of such then 
potential importance as telephone com- 
munications would have been allowed 
to exist very long as a private mo- 
nopoly. 

It is therefore very likely that, if 
there had been no independent tele- 
phone companies at that time, the tele- 
phone would now be an adjunct of the 
Post Office Department in this country 
—just as it is now in other important 
countries of the world. 

Another important mark — which 
we will discuss in more detail later— 
to the credit of the independents is the 
great value of the contributions to the 
art of telephony that have been made 
by independent manufacturers. 

The independent telephone industry, 
as we have said, is not a fledgling busi- 
ness. It has now been in existence for 
some sixty years—a fairly long time in 
this relatively young country of ours. 
Its history during those years, in so far 


e 


changes owned and operated in the great metropolitan areas 


q “In this country, in addition to the some 7,500 telephone ex- 


and elsewhere by the 22 operating companies of the Bell tele- 
phone system, there are some 12,000 exchanges owned and op- 
erated by more than 6,000 separate telephone compantes—com- 
monly known as the ‘independents’—not owned or controlled 


by the Bell telephone system.” 
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as its relations with the Bell system are 
concerned, divides itself somewhat 
naturally into three principal phases or 
periods. 


HE first of these was that era of 

bitter competition, constant hos- 
tility, and even, at times, actual physi- 
cal warfare, between the then Bell 
companies and the independents. It 
was during this period that there 
sprang up in many cities and towns— 
some 1,300 of them, in fact—com- 
peting telephone exchanges, not inter- 
connected, one Bell-owned, the other— 
the independent — usually locally 


owned. 

During a considerable part of this 
period competition between independ- 
ents and Bell was of a dog-eat-dog 
variety, with no holds barred. It in- 
cluded such amenities as a constant 
procession of litigation, threats against 


the competitor’s subscribers, under- 
cover deals for the purpose of putting 
the competitor out of business, rate 
cutting, and other unpleasant forms 
of commercial battle as it was fought 
in those days. 

During the early part of this period 
an event transpired which has been of 
much greater significance to the tele- 
phone industry than perhaps even 
many telephone people realize. In May, 
1897, a group of independent men met 
in Chicago and organized the National 
Telephone Association. The following 
month, June, 1897, the association 
held in Detroit its first convention, at- 
tended by some 400 independent tele- 
phone people. 

This association and its successor 
national independent telephone asso- 
ciations profoundly changed the course 
of the telephone industry. 
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A national association offered a 
rallying ground for all the independ- 
ents. Before the organization of the 
first association each independent com- 
pany had carried on its own pri- 
vate fight with the Bell, which had the 
great advantage of presenting, on its 
part, a solid and unified front. 


HE national association, which, 

with its successor national or- 
ganizations, became more and more 
representative yearly of the entire in- 
dependent industry, crystallized the 
aims of the independents, put organ- 
ized strength behind them, and made 
them vocal on a country-wide basis. 

Two issues became paramount. The 
Bell system was building up a large 
toll network ; it would not connect with 
the independent companies, whose toll 
lines—where they existed at all—were 
local. Also, the Bell system was 
gobbling up independent companies at 
a rapid rate. 

The independents created a com- 
mittee of seven prominent and forceful 
men, who carried on long negotiations 
with the Bell system principals. The 
first result was the issuance, in Janu- 
ary, 1912, of a statement by Theodore 
N. Vail, then president of the Ameri- 
can Telephone and Telegraph Com- 
pany, of Bell system policies with re- 
spect to independent companies. 

These policies permitted, under cer- 
tain conditions, the connection of Bell 
toll lines with noncompeting independ- 
ent exchanges. 

This expression of policy turned out 
to be more shadow than substance, so 
far as the independents were con- 
cerned. Little progress was made 
under it in bringing about actual Bell 
toll line connections with independent 





FIFTY YEARS OF INDEPENDENT TELEPHONY 











First Commercial Automatic Exchange 


or first commercial automatic exchange was installed in 1892, 
for an independent operating company. It was not until 1919 
—twenty-seven years later—that the Bell system officially adopted the 
automatic telephone; the first Bell system automatic exchanges were 
manufactured by an independent manufacturer.” 





companies. Some of the Bell system 
operating companies were not disposed 
to go along with the policy; the con- 
tractual terms offered independents 
were in many cases unsatisfactory, 
and the whole proposition sort of 
bogged down as time went on. 


B= not quite two years after the is- 
suance of the Vail policy state- 
ment there was an event which really 
meant something to the independents. 
This was the making on behalf of the 
Bell system in December, 1913, of the 
famous “Kingsbury commitment’’ to 
the Attorney General of the United 
States. 

This act by the Bell system was 
a milestone in the history of the tele- 
phone industry. 

The Kingsbury commitment, signed 
on behalf of the Bell system by 
American Telephone and Telegraph 
Company Vice President N. C, Kings- 
bury, was made necessary by a chain of 
events. 
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The American Company had recent- 
ly acquired control of the Western 
Union Telegraph Company. It was 
aggressively opposing the establish- 
ment and existence of independent 
companies, It was, in short, displaying 
the characteristics of an organization 
determined to create and maintain a 
monopoly of communication services 
in this country. 

The independents, through their as- 
sociations and otherwise, were yelling 
to high heaven about their treatment by 
the Bell. The Postmaster General of 
the United States had taken a look at 
the situation and had recommended 
that the telephone be government 
owned. Prominent members of the 
congressional committees which would 
deal with the matter were said to be in 
favor of the idea. President Wilson 
had voiced his opposition to monopoly. 

There was danger that at least long- 
distance telephone communications 
would be taken over by the government. 

It was time for the Bell system to 
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change its policies, and it did that. The 
result was the Kingsbury commitment. 

By this commitment the American 
Telephone and Telegraph Company as- 
sured the Attorney General that the 
Bell system would divest itself of its 
control of Western Union, would con- 
nect its toll lines, under certain condi- 
tions, with independent exchanges, and 
would refrain from acquiring com- 
peting independent properties if the 
United States Department of Justice 
or the Interstate Commerce Commis- 
sion—which latter had been given Fed- 
eral regulatory jurisdiction over tele- 
phone service—objected to such acqui- 
sition, 

The Kingsbury commitment did 
not settle all the differences between 
independent and Bell companies. But 
it did provide a new and more solid 
basis for dealings between them. For 
that reason it can be considered as hav- 
ing opened the second phase of the his- 
tory of the relations between independ- 
ents and Bell. 

This second phase was an era of 
mergers of competing telephone ex- 
changes, of extension of the Bell sys- 
tem’s toll network to nation-wide pro- 
portions (the first transcontinental toll 
line was opened in 1915), and of rapid 
growth of the entire telephone indus- 
try. 

During this period the connec- 
tion of Bell toll lines with noncom- 
peting independent exchanges became a 
practical reality. 


URING it, also, most of the princi- 

pal differences between independ- 

ents and Bell were disposed of with an 
important exception. This was the un- 
restricted acquisition by Bell operating 
companies of independent properties or 
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of substantial interests in or control of 
independent companies. 

Frequently the independent com- 
panies so dealt with were the cream of 
the independent noncompeting crop in 
that territory. The result was a sapping 
of the strength of the independent 
group to an extent much greater than 
the numerical loss of telephones by the 
independent group would indicate, 

Obviously this situation, if long con- 
tinued, would in time reduce the inde- 
pendent segment of the telephone in- 
dustry to a group of only its smallest 
and weakest companies. If the in- 
dependent industry was to be preserved 
as a strong and virile institution, some- 
thing had to be done. So the national 
independent telephone association, then 
the present United States Independent 
Telephone Association, took up the 
fight, assisted by a number of the state 
telephone associations that had by then 
been organized. 

The result was the issuance on June 
14, 1922—almost nine years after the 
Kingsbury commitment—of what be- 
came known as the “Hall memoran- 
dum.” This was a letter from E. K. 
Hall, vice president of the American 
Company, to F. B. MacKinnon, presi- 
dent of the association. 

The Hall memorandum stated it to 
be the policy of the Bell system “not 
to purchase or consolidate with con- 
necting or duplicating companies ex- 
cept in special eases,” and it provided 
that the association would thereafter 
“be given notice of any such proposed 
transaction at least thirty days before 
the parties conclude any formal agree- 
ment.” 

If, then, the association had objec- 
tions to the transaction, it could make 
them to the regulatory bodies by which 
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the deal had to be approved, including 
the Interstate Commerce Commission, 
which at that time had the job of de- 
termining whether the acquisition or 
consolidation of competing properties 
was in the public interest. 


NX the October, 1922, national con- 
vention of the association, Mr. 
Hall made an address on “Bell-In- 
dependent Relations.” (Significant of 
the change of the times was the fact 
that this was the first time in the his- 
tory of telephony that a high Bell offi- 
cial had appeared at a national inde- 
pendent convention.) The keynote of 
Mr. Hall’s address was expressed in 
his following statement: 

“I say without any question or 
equivocation or hesitation that in our 
(Bell) judgment, it is to the interest of 
the two groups, it is in the interest of 
the industry, and is in the interest of 
the public that there should continue to 
be two strong powerful groups in the 
industry.” 

The importance of the Hall memo- 
randum and Mr. Hall’s speech was not 
so much in the exact words used in 
either, but in the fact that the Bell sys- 
tem had definitely and publicly com- 
mitted itself to a policy of nonacquisi- 
tion of independent properties except 
in cases of a special nature — of 


which there were some, as the independ- 
ents themselves recognized — and toa 
policy of the maintenance of two strong 
groups in the industry. 

During the twenty-five years that 
have passed since that time there has 
been a general cleaning up of the re- 
maining competing exchange situa- 
tions, with independents, in some cases, 
acquiring the opposition Bell exchange. 
Various special situations have been 
worked out in one way or another. In 
a few cases the independents have ob- 
jected to proposed Bell acquisitions, 
generally resulting in the transaction 
not being completed. 

In recent years most acquisitions by 
Bell companies have been of minor 
character, being usually distress situa- 
tions of very small independent com- 
panies unable to meet the demands on 
them for service, and in cases where 
no other independent company was in 
position, for geographical or other rea- 
sons, to take over. 

The Hall memorandum can be said 
to have initiated the third and present 
period in the relations between in- 
dependent and Bell companies. The 
smoke and heat of the old-time battles 
have long since blown away. Differ- 
ences hetween the two groups are now 
settled around the council table, in 
peace and amity. 


e 
“... the independent segment of the telephone industry is 
q in the aggregate no small business. According to statistics 
of the United States Independent Telephone Association, at 


the end of 1946 companies not owned or controlled by the 
Bell telephone system had some $760,000,000 of telephone 
plant, and their gross revenue for 1946 was more than $200,- 
000,000. These 6,000 companies owned and operated, at 
the end of 1946, about 12,000 exchanges, with some 5,950,- 
000 telephones.” 
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a relations between the two 
groups, however, cover much more 
territory than the adjustment of the 
relatively few differences between them 
—differences which are usually no 
more than questions of the type that 
naturally arise, in the ordinary course 
of business, between diversities of own- 
ership. During the years that have 
elapsed since the presentation of the 
Hall memorandum there has come 
about a species of codperation between 
the two groups in the telephone indus- 
try that has been helpful to both 
groups, and which is based upon due 
recognition by each group of the in- 
tegral position of the other in the tele- 
phone industry in this country. 

The existence of two separate groups 
in the industry is recognized, as well, 
by governmental agencies, regulatory 
bodies, and the like. Both independent 
and Bell members are accorded places 
on important government and other 
committees dealing with matters af- 
fecting the telephone industry as a 
whole—such as the Industry Advisory 
Committee of the late War Production 
Board. And, within the industry itself, 
committees are formed of both inde- 
pendent and Bell representatives for 
dealing with industry-wide matters of 
various kinds. 

Such propositions as, for illustra- 
tion, the integration into telephony of 
suitable wartime developments in com- 
munications are recognized by both 
groups as matters of industry-wide im- 
portance requiring industry-wide co- 
Operation. Another case in point is the 
desire of the telephone industry as a 
whole to bring about nation-wide ex- 
tension of farm telephone service. In 
this latter case Bell developments with 
respect to the use of power lines for 
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rural telephone service have been made 
available, license-free, to independent 
companies. 

It can, therefore, we think, be cor- 
rectly said that there now exists in the 
telephone industry in this country, re- 
gardless of its diversity of ownerships, 
an element of solidarity which has as 
its principal aim supplying the country 
with the best possible telephone service. 

There is an element in the history 
and development of the telephone 
which, even standing alone, amply jus- 
tifies the existence through the years 
and now of independent telephony. 
This is the value, in the development of 
the art, of the many important con- 
tributions made to telephony by inde- 
pendent telephone manufacturers, 


Giemen independent telephone compa- 

nies could not, in the early days, ob- 
tain Bell telephone equipment, there 
could of course have been no beginning 
of the independent telephone industry 
if there had not been somebody to man- 
ufacture telephone equipment for the 
independent companies. And there was 
somebody to do the manufacturing, 
even before the expiration of the two 
first Bell patents in 1893 and 1894—a 
number of manufacturers who made 
and sold telephone equipment and tele- 
phones of their own design, to the ac- 
companiment of a constant barrage of 
infringement suits and other patent 
litigation. 

Great impetus was given to inde- 
pendent manufacturing by the expira- 
tion of the two Bell patents ; also by the 
nullification by the courts, in 1895, ofa 
transmitter patent granted Emil Ber- 
liner, acquired by the Bell and which, 
if valid, would have extended the Bell 
patent monopoly for a number of years. 
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Independent Telephone Industry 
A Going Concern 


c¢ HE independent telephone industry is very much a going concern. 

It has its own manufacturing facilities, with highly effective 
laboratory and development organizations. It has its own associations, 
national and state. It has its own very able trade press. It has its own 
organization of pioneers of the earlier days of independent telephony. 
The bonds of independent telephone companies of sufficient size to do 
public financing—securities which were once in the category of the pro- 
verbial ‘drug on the market’—now find ready acceptance, at satisfac- 


torily low interest rates... 


3) 





According to available records there 
were, at one time or another during the 
period from 1890 to about 1910, some 
75 manufacturers of telephone equip- 
ment in the Chicago area alone. 

With so many manufacturers 
throughout the country competing for 
the business of the growing independ- 
ent operating companies, it was natural 
that new ideas and new developments 
of the telephone art came fast and 
furiously, just as technical progress 
occurs rapidly in any industry under 
competitive stimulus. The record of 
“firsts” in the development of the art 
by independent manufacturers is long 
and impressive. 

The list includes such valuable con- 
tributions as the self-restoring switch- 
board drop, self-soldering heat coils, 
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compact-type wall sets, divided circuit 
ringing, bridged bells, improved hook- 
switch assemblies, harmonic selective 
party tuned bells, ringing convertors, 
the “feature” manual switchboard, im- 
proved transmitters and receivers, and 
many other items of great value. 


Mc important of all was the in- 
vention and development of the 
automatic telephone — the greatest 
basic change in the art of telephony 
since the birth of the telephone. It was 
for many years entirely an independent 
development. 

The first commercial automatic ex- 
change was installed in 1892, for an 
independent operating company. It 
was not until 1919— twenty-seven 
years later—that the Bell system offi- 
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cially adopted the automatic telephone ; 
the first Bell system automatic ex- 
changes were manufactured by an in- 
dependent manufacturer. 

Before that time, 1919, automatic 
telephone systems were in operation at 
many and important independent ex- 
changes in the United States, and also 
in Canada, England, New Zealand, 
Hawaii, Cuba, and other countries. 


fa ct the independent manu- 
facturers there could not have 
been, and would not be, any independ- 
ent telephone companies. Also, without 
the independent manufacturers and op- 
erating companies, the telephone indus- 
try and art would likely now be many 
years behind its present size and de- 
velopment. 

The facts show clearly that no one 
organization, however large, can think 
of and do everything. That is likely to 
be as true in the future as it has been 
in the past. 

We have mentioned the importance, 
in the changing relations through the 
years between independent and Bell 
companies, of the independent tele- 
phone associations. Without them, be- 
yond doubt, the course of telephony 
would have been profoundly changed 
and the independent telephone indus- 
try would probably now be something 
much less important than it is. 

The National Telephone Associa- 
tion, the first independent organization 
intended to be of country-wide scope, 
was organized in 1897, fifty years ago. 
In January, 1902, another association 
was formed, specifically for the pur- 
pose of representing independent tele- 
phony, both operating and manu- 
facturing, in Illinois and adjoining 
states. This organization was named 
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“Interstate Independent Telephone As. 
sociation of America.” 

In 1904 the first association changed 
its name to “National Independent 
Telephone Association.” This or- 
ganization and the Interstate associa- 
tion were merged in 1905, under the 
name “National Interstate Telephone 
Association.” In 1906 independent 
telephone companies in Canada were 
made eligible for membership, and the 
name was changed to “International 
Independent Telephone Association of 
America.” 


HIS name apparently turned out 

to be too much of a mouthful, 
since, in 1909, it was changed back to 
an earlier name, “National Independ- 
ent Telephone Association.” 

Differences arose within the asso- 
ciation with respect to qualifications 
for membership—a backwash, of 
course, of the fight with the Bell. So, in 
1913, a group of members withdrew 
from the national association and 
formed “The Independent Telephone 
Association of America.” 

The differences were not of long 
duration. In December, 1915, the two 
associations held a joint convention in 
Chicago and were merged into the 
present United States Independent 
Telephone Association. 

This organization has, for the past 
thirty-two years, nationally represent- 
ed the entire independent telephone in- 
dustry, including as members both in- 
dependent telephone operating com- 
panies and manufacturers. It will cele- 
brate, at its coming “golden jubilee” 
convention to be held in Chicago in 
October, 1947, the fiftieth anniversary 
of the organization of a national in- 
dependent telephone association. 
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It has, of course, been years since 
the principal objective of the associa- 
tion was to protect independents from 
Bell. The association’s activities are 
now similar to those of other effective 
trade organizations that are national in 
scope; educational, informational, and 
having to do with legislative, regula- 
tory, and other matters of national im- 
portance to the industry it serves. It 
continues, as for many years, to be the 
national clearing house for the ex- 
change of ideas for the furtherance of 
the purposes and objectives of inde- 
pendent telephony. 

In its work the association is ably as- 
sisted by the some 34 active state tele- 
phone associations. 

The telephone was one of the basic 
inventions of all time. Upon it there 
has been built one of the great indus- 
tries of the world. In the United States 
alone the investment in telephone plant 
at the end of 1946 was near $7,000,- 
000,000, and gross revenues of the 
telephone industry in this country for 
1946 were near $2,300,000,000. 


|? apeese and particularly postwar 
growth of telephones in service in 
the United States has been at a pace 
much faster than that of earlier days. 
At the time of the Kingsbury com- 
mitment, in 1913, there were some 
9,500,000 telephones in this country. 
At the time of the Hall memorandum, 
in 1922, there were about 14,300,000. 
At the end of 1940 there were about 
22,000,000. At the end of 1946 there 
were some 31,600,000. The number is 
now well past 32,000,000, and some 
millions of applicants are still waiting 
to be served when the necessary addi- 
tional equipment and plant can be pro- 
vided. 
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The Bell telephone system, operating 
in the great metropolitan areas of the 
country as well as in many other 
places, and with its vast nation-wide 
toll plant, has of course the bulk of the 
investment and revenue. Yet the in- 
dependent segment of the telephone in- 
dustry is in the aggregate no small 
business. 

According to statistics of the United 
States Independent Telephone Associa- 
tion, at the end of 1946 companies not 
owned or controlled by the Bell tele- 
phone system had some $760,000,000 
of telephone plant, and their gross rev- 
enue for 1946 was more than $200,- 
000,000. 

These 6,000 companies owned and 
operated, at the end of 1946, about 12,- 
000 exchanges, with some 5,950,000 
telephones. 

Although most of the independent 
exchanges are small, operating in the 
small towns, villages, and rural sec- 
tions of the country, there are 201 
“class A” independent companies with 
annual revenues of more than $100,- 
000 each—a number of them with 
revenues of a million dollars or more 
annually. There are also some 60 
“class B” independent companies, with 
annual revenues of between $50,000 
and $100,000. 

Since about 1924 there has been tak- 
ing place an accumulation of independ- 
ent properties into groups of companies 
each under a single top ownership or 
control. A considerable number of 
such groups, of varying sizes, now 
exist. Approximately 2,000,000 inde- 
pendent telephones are now under the 
ownership of the 15 largest of these 
groups, 

The actual geographical area served 
by independent companies—operating 
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to a considerable extent in the great 
agricultural sections of the country— 
is considerably larger than the com- 
bined area served by the Bell system 
associated companies. 

The independent telephone industry 
is very much a going concern. It has 
its own manufacturing facilities, with 
highly effective laboratory and devel- 
opment organizations. It has its own 
associations, national and state. It has 
its own very able trade press. It has its 
own organization of pioneers of the 
earlier days of independent telephony. 

The bonds of independent telephone 
companies of sufficient size to do pub- 
lic financing—securities which were 
once in the category of the proverbial 
“drug on the market”—now find ready 
acceptance, at satisfactorily low interest 
rates, by institutional as well as other 
investors. Preferred and common 
stocks of such companies are now con- 
sidered prime investments by thou- 
sands of stockholders. 

Independent telephone manage- 
ments, alert to changes in the art 
arising from the rapid wartime and 


postwar developments in such fields as 
electronics and radio, are rapidly inte- 
grating into independent operations 
such new devices and classes of service 
as carrier current, mobile radiotele- 
phones, telephone service over power 
lines, and so on. 


HE great energy of the telephone 

industry is no longer expended in 
interindustry fighting. It is now used by 
both groups in the industry to extend 
and improve telephone service in the 
United States and to continue to main- 
tain it as what it has always been—the 
best in the world. 

The United States Independent 
Telephone Association can fittingly 
celebrate the fiftieth anniversary of the 
organization of a national independent 
telephone association in the knowledge, 
comforting to both groups in the tele- 
phone industry, that there is not and 
has never been a telephone monopoly 
in this country. Also, that there never 
will be one so long as the independents 
continue to exist. And that, according 
to indications, will be a long, long time. 





Transit Facts 


‘ “rs transit industry of the United States and Canada 
will spend over a half-billion dollars in 1947 on new equip- 


ment and in modernizing and rebuilding older vehicles, ac- 
cording to the American Transit Association. 

More than $171,000,000 will go for the purchase of new 
busses by the country’s 1,500 transit companies, $17,000,000 
will be for new streamlined trolley cars, and $14,000,000 for 
new trolley coaches. The total cost of new ways, structures, 
power, and lines will be $78,000,000. 

An additional $230,000,000 will be spent on an expanded 
maintenance program of equipment and facilities, with almost 
$150,000,000 going for labor alone, and the balance for ma- 
terials. 

Last year, America’s transit companies spent $45,700,000 
for gasoline, $42,100,000 for electric power, $12,900,000 for 
coal, $3,630,000 for lubricants, and $2,770,000 for Diesel oil. 
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Gaining Public Acceptance 
For Needed Fare Increase 


Here is how one large metropolitan transit company, faced with the 
necessity of increasing fares to offset increased operating expenses, set 
about preparing, systematically, its own customers for the petition 
to increase fares. A petition was subsequently filed and approved with 
a minimum of local opposition and a clearly registered understanding of 
the situation on the part of the public—thanks to an intelligent and 
planned advance program worthy of attention by other companies faced 
with similar conditions. 


By E. C. GIDDINGS* 
VICE PRESIDENT, CAPITAL TRANSIT COMPANY 


N July, 1946, new wage rates left 
Capital Transit Company facing 


increasing costs. Deficits were a 
foregone conclusion. Higher costs per 
mile and more miles needed to meet 
normal standards were of immediate 


concern. 
The circumstances would soon test 
the financial integrity of the company. 
The only solution was an increase in 
fare. The fare structure in July in the 
District of Columbia was $1.25 weekly 
pass; 3 tokens for 25 cents; 3-cent 
school ticket. The latter rate could only 
be changed by an act of Congress. 
To change the fare structure it would 
be necessary to petition the public utili- 
ties commission, the local regulatory 
body, and present an airtight case— 


*For personal note, see “Pages with the 
Editors.” 


425 


financially and statistically complete— 
to warrant a change. Before doing this 
public attitudes were of major concern 
inasmuch as Washington, whose peo- 
ple do not have any vote, is a city of 
small neighborhoods, each of which has 
its own pressure group. These groups, 
also banded into geographical and 
city-wide entities, hold meetings regu- 
larly and provide a steady flow of news 
to local dailies. In addition, they have 
their own media outlets. Their direct 
and indirect influences reflect popular 
attitudes. 

The preparation of the financial and 
statistical detailed case, of course, was 
a necessity. It had to have its basis in 
experience. The best judgment in July 
was that the time for filing the petition 
would be in October or in November, 
subject to later developments. 
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The Problem 


HE immediate problem in July 

was the “conditioning” of public 
attitudes to not only accept the current 
and prospective facts but also to neu- 
tralize organized objections when the 
application was finally made. Thus, it 
was reasoned, the company could pre- 
sent its case to the public utilities com- 
mission in a normal atmosphere where 
facts and not emotions or outside pres- 
sures would prevail. Three months 
was the outside time limit in which to 
do this. Yet, the plan of action had to 
be flexible to cover a longer period if 
circumstances permitted. 


The Plan 


The plan applied a technique based on an 
“offensive” plan of action rather than “de- 
fensive.” Capital Transit’s financial “trou- 
bles” were placed in the public’s lap before 
they actually crystallized. 


The “springboard” for the “condi- 
tioning” campaign was centered 
around space advertising in four 
metropolitan dailies. These ads were 
large enough so as not to be dominated 
by other ads yet not so large as to ap- 
pear “extravagant.” Other media— 
Transit News (a take-one); radio 
commercials ; personal contacts; ete-— 
were to be supplemental until all doubt 
as to the date for filing the petition 
was removed. Then, emphasis was to 
be placed on personal contacts. 

The theme of the campaign had its 
basis in the fact that the company was 
in business to make money — a fair 
and reasonable return on its invest- 
ment. Financial stability, the direc- 
tion in which the company was finan- 
cially headed, and the cause of the 
critical conditions, were to be stressed. 
It was felt a frank current discussion 
would assert the leadership needed to 
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establish a favorable public attitude. 
Better service or new vehicles were not 
promised. 


Newspaper Advertising 


Pwr first of the space advertising 
was scheduled for appearance 
about every three weeks, to be stepped 
up as the date for filing became fixed. 
The theme was to finally be exposed to 
the public continuously for about three 
weeks before the petition was actually 
filed. 

As the tempo increased some public 
objections began to take form. This 
was expected (and welcomed) as it 
served as a “steam letting” process be- 
fore the company had actually applied 
for relief. 

The form of the campaign at this 
time literally left this question with the 
public: What would you do under the 
circumstances ? 

A definite feeling was also asserting 
itself through personal contacts : Why 
didn’t the company ask for an increase 
if the facts were as stated ? 

No specifics had entered the theme 
up to this time. It was generalized but 
in such a manner as to relate the gen- 
eralities to the problems of the indi- 
vidual seeing or hearing the message. 
The developments were encouraging 
but they also indicated that the “tim- 
ing” was all important. 

The space advertising paced the 
campaign. The direct statement that 
the company would have to ask for an 
increase in rates was first made in an 
ad appearing on November 22, 1946. 
Caricatures of a streetcar and bus 
(used on past occasions in advertising) 
were the means of making the “direct” 
statement “indirectly.” From there 
on, the copy was directed toward the 
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Opening Ad in Capital Transit Company’s Program 


DID YOU KNOW THAT Washington 
boasts the highest per capita income 
of any city in the country? And that 
Washington‘s transit employes now are 
among the highest paid in the entire 
US.A.? 


a 


Something more to crow about 


App NOW to Washington's high living standard this further bit of news: 
transit employes here get larger pay envelopes than almost anywhere else. 


Recent arbitration awards and an added increase of 6c per hour just 
agreed upon and presented to the Wage Stabilization Board for approval 
put Capital Transit workers in this enviable wage “bracket”. Since 
January, 1941, their base hourly rate has increased 52%. 

This tremendous change is welcomed by them naturally, yet it presents 
problems to your transit company. 

Since January, we have added almost 2 million vehicle miles to our service 
and plan to add 8 million more vehicle miles to bring, your service to peace- 
time standards. The extra miles and additional routes necessary to achieve 
this goal mean greater expense with little if any increase in income. 


With this combination of higher wage payments and increased expen- 
diture for service, it becomes more and more difficult to make ends meet. 
We are anxious that you understand the situation. Surely you want transit 
service that is second to none . . . and transit workers who are well paid. 


pital Transit Co. 
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How Voteless Washingtonians Operate 


“... Washington, whose people do not have any vote, is a city of small 

neighborhoods, each of which has its own pressure group. These groups 

. .. hold meetings regularly and provide a steady flow of news to local 

dailies. In addition, they have their own media outlets. Their direct and 
indirect influences reflect popular attitudes.” 





necessity for the higher fares. It was 
deliberately positive. 
The space advertising campaign was 


climaxed with a large 5-column ad 
which ran in all four dailies on the day 
on which the application was filed— 
January 17, 1947. 


Publicity 

wo days before the date on which 

the petition was filed, the news- 
paper reporters who regularly cover 
the public utilities commission proceed- 
ings were asked to a conference with 
the attorneys who were to handle the 
case. The reporters were each given 
copies of the mimeographed material 
and encouraged to ask questions. They 
were told, in confidence, when the filing 
would be made. 

The resulting news stories and edi- 
torials were favorable; at their worst, 
neutral in the presentation of the 
facts. The presentation to organized 
groups followed the news “break” of 
the filing of the petition. 
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Group Meetings 

HE time element between the fil- 

ing of the application and the date 
for public hearing left several days for 
the “home stretch” plans. Once the 
public hearings started, the company 
could no longer take its story directly 
to the public or to groups. In the in- 
tervening period a visual presentation 
of the high lights of the circumstances 
which led to the petition and the basis 
upon which a “fair and reasonable” 
return was determined was prepared 
especially for presentation to groups. 
The facts were also outlined in a 
mimeographed presentation. (The 
same as that given the newspaper 


people. ) 
The Result 


HE “steam letting” process de- 
veloped by the dissemination of 
information prior to the filing for the 
increase had the effect of “detonating” 
criticism from the same sources after 
the filing occurred. In only one in- 
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Provocative Illustrations and Captions in Follow-up Series of Ads 





"Capital Transit must be 
making a lot of money” 


hee 
vv / 


Wiis 
3 


A Fine Fix, Mrs. Hicks! 


We know how you feel... 





How Would YOU Make Ends Meet 7 











we'll just have 


YES sea 
transit costs 
are up 








Text material explaining the company’s position (average 15 lines) appeared under each of the 
above illustrations. 





stance did an organized neighborhood 
group pass a resolution protesting an 
increase prior to the actual filing. This 
group found itself finally in the com- 
pany of communists. It was apparent- 
ly embarrassed and did not follow 
through in hearings before the public 
utilities commission. Several associa- 
tions passed resolutions favoring the 
increase without reservation. Others 
endorsed it in principle with exceptions 
as to detail. Some took no action but 
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left it to the public utilities commis- 
sion. 

A representative of a group with 
city-wide representation quite volun- 
tarily appeared on the witness stand 
and stated the company security hold- 
ers were entitled to a guaranteed re- 
turn greater than that asked by the 
company in its petition. 

The radical opposition was dis- 
counted by the press and by the gen- 
eral public. 
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The Aftermath 


ut there was still work to do 
after the increase was granted. 

The public utilities commission issued 
its order granting the company’s peti- 
tion on Thursday, May 8th. The new 
rates were to be effective Sunday, 
May 11th. Tokens were to be elimi- 
nated. The company had only pro- 
vided for redemption of tokens 
through its offices. This left the small 
token holder, after the increase, with 
the choice of redeeming his tokens 
only after a great deal of trouble. 
This aroused considerable resentment. 
The company quickly made arrange- 
ments with a drugstore chain, several 
department stores, and commercial and 


financial limitation was placed on the 
redemptions because of internal cir- 
cumstances. The company also an- 
nounced that the public could mail its 
tokens to the company and the money 
value of the tokens and the postage 
would be refunded. 

One of the newspapers picked up 
the idea of having the public mail 
tokens to the Children’s hospital for 
its building fund. The company fell in 
with the idea quickly and said it would 
redeem the tokens from the hospital. 

The situation developed by the in- 
validation of the tokens may well have 
led to a loss of the considerable good 
will engendered, but by quick action 
the general public accepted the cir- 


cumstances with remarkable good 
grace. 


savings banks throughout the city to 
cash up to $3 worth of tokens. The 





Let George Do It 


74 € we really want to do something effective to save private 

enterprise then we must stop the ‘Let George Do I? atti- 
tude toward legislative and public affairs. We need to take a 
real, a well-informed, a personal, and an active interest in this 
all-important subject of legislation if we are to preserve the sys- 
tem so essential to the future welfare of all our people. 

“Industrial management must take an active interest in poli- 
tics as a definite part of its program for the future. Just what 
do we mean by taking an interest in politics? My conclusion 
from some contacts with such matters ts that the average busi- 
ness executive has been difficult to persuade to take action 
because he knew so little about either his representatives or the 
issues being discussed, that he just didn’t know where to start. 
He rather hesitated to admit his ignorance or he ‘pointed with 
pride’ to the statement that he never took any interest or part 
in politics. 

“Managements should appoint one or more executives to be 
the political contact men of their organization, and it should 
be their duty to obtain information on candidates for office, 
keep contact with the men in office, appear before legislative 
and governmental bodies when necessary, and then keep the 
rest of the organization in sufficient touch with political affairs.” 

—C. S. CRAIGMILE, 
Executive vice president, Belden 
Manufacturing Company. 
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The English 


Grid System 


Built as an economic project for peacetime needs, it 
is now being reinforced and the generating capacity 
associated with it extended. 


By SIR JOHNSTONE WRIGHT 
GENERAL MANAGER, BRITAIN’S 


RITAIN’S Central Electricity 
Board was set up, in 1926, by 


the Electricity (Supply) Act, I 


should like to tell something about 
that body and the work for which it 
has been responsible in the twenty 
years since it came into existence. 

In the first place it should be under- 
stood that, although it was created by 
an act of Parliament, the Central Elec- 
tricity Board is not a British govern- 
ment department. It is a body of the 
type now generally known as a “public 
corporation,” and comprises a chair- 
man who is required to give full time 
to his duties, and seven other members 
who give part-time services only. 

The main duty laid upon the board 
was to coordinate the generation of 
electricity throughout the country and 
to create a pool of energy from which 
the local distributing authorities could 
draw their wholesale supplies. For 
these purposes it was required to con- 
struct a system of main transmission 
lines (commonly called “the grid”) ; to 
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concentrate the generation of electric- 
ity at standard frequency in the most 
efficient stations (known as “selected 
stations” ) ; to control the operation of 
the stations; to supply electricity in 
bulk on terms laid down in the act to 
municipalities and companies for dis- 
tribution, and by these means to in- 
crease the availability of electricity 
and reduce the cost of production. 
Broadly described, these duties were 
progressively to rationalize the na- 
tional production of electricity and the 
wholesale side of the business. 


OR the purpose of constructing the 

Grid, the country (excluding 
North Scotland) was divided into nine 
regional areas. For each area a scheme 
was prepared under which certain sta- 
tions became selected stations, and 
provision was made for the technical 
layout of the Grid lines and transform- 
ing stations to interconnect the sta- 
tions with one another and with the 
systems of the supply undertakers. The 
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schemes were so designed that each 
would eventually dovetail into the oth- 
er to complete a national transmission 
system. 

Construction of the Grid up to the 
end of 1946 cost, in round figures, 
about £40,000,000 ($160,000,000). It 
now comprises 5,161 miles of trans- 
mission lines, about 3,765 of which are 
operated at the high pressure of 132,- 
000 volts, and the remainder at 66,000 
and lower voltages. There are 348 
switching and transforming stations 
having an aggregate transformer ca- 
pacity of 13,920,200 kilovolt amperes. 
The number of selected stations asso- 
ciated with the Grid is 142, with an 
aggregate installed capacity of 11,- 
315,931 kilowatts. 


L by me make it clear that while the 


Grid itself—that is, the transmis- 
sion lines and the substations—belongs 
to the board, the selected stations, with 
one exception, remain in the ownership 
of the municipalities and companies 
who provided them. The owner of 
each station, however, is under the ob- 
ligation to operate his station at the 
board’s instructions. Extensions of 
the stations, as may be necessary from 
time to time to meet the growth of 
load, are carried out by the owners ac- 
cording to directions issued by the 
board. Such extensions are planned to 
secure the best results for the country 
as a whole. 

This comprehensive planning en- 
ables new plant to be put down on the 
best sites, and machines and boilers of 
large capacity, high efficiency, and low 
capital cost to be adopted. Whereas 
the average size of a complete generat- 
ing station at the time the board was 
established was only about 10,000 kilo- 
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watts, the average size of the individ. 
ual machines which are now being in- 
stalled is over 40,000 kilowatts. Since 
most of the sites of the existing sta- 
tions are becoming filled up, it has be- 
come increasingly necessary to provide 
the additional generating capacity re- 
quired by building entirely new sta- 
tions, and 18 new stations now at vari- 
ous stages of construction are due to 
be in commission by the winter of 
1950. 


NE of the results of the Grid has 

been to afford an outlet for the 
limited water-power resources of the 
country and about a dozen hydroelec- 
tric stations are connected to the Grid. 
The output from these stations, how- 
ever, amounts to only a little more than 
3 per cent of all the electricity gen- 
erated in Great Britain. 

At the time the board was consti- 
tuted, electricity for public supply, 
amounting to some 7,000,000,000 
units (kilowatt hours) a year, was 
produced at approximately 500 gen- 
erating stations; in 1946, when the 
total output from the public supply sta- 
tions in Great Britain exceeded 41, 
420,000,000 units, 99.3 per cent of the 
electricity supplied by the distributing 
undertakers in the country (excluding 
North Scotland) was produced at 
about 190 stations which were generat- 
ing for the board. Moreover, until 
wartime conditions made it necessary 
for the board to depart from its 
normal peacetime policy and to keep a 
larger proportion of generating plant 
in commission to meet emergencies, 
a comparatively small number of the 
stations were required to run for long 
periods. For instance, in the twenty 
months preceding the outbreak of war, 
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THE ENGLISH GRID SYSTEM 





Construction Cost 


<4 Hg vsnaitagpenns of the Grid up to the end of 1946 cost, in round 

figures, about £40,000,000 ($160,000,000). It now comprises 
5,161 miles of transmission lines, about 3,765 of which are operated 
at the high pressure of 132,000 volts, and the remainder at 66,000 and 
lower voltages. There are 348 switching and transforming stations hav- 
ing an aggregate transformer capacity of 13,920,200 kilovolt amperes.” 





14 of the larger and more economical 
stations ran practically continuously 
and produced 50 per cent of the total 
number of units generated for the 
board, the remaining smaller and less 
efficient stations being used only for 
shorter periods at times of heavy load. 


6 Be whole efficiency of the Grid 
system depends upon the exercise 
of effective control of generation and 
transmission. This is achieved through 
a national control organization in 
London which codrdinates the opera- 
tions of regional control centers in the 
several areas. From the regional con- 
trol rooms the board’s control engi- 
neers are in constant touch with all the 
selected stations in their respective 
areas, and it is their duty to give effect 
to programs of generation designed to 
ensure that the output of each station 
is so regulated that the public electric- 
ity for the country as a whole is pro- 
vided at the lowest practicable cost. In 
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practice this involves the use of the 
larger and more efficient stations for 
the long-hour or base load and the re- 
striction of the use of the smaller and 
less efficient stations to the short-hour 
or peak load. 

The output of all the selected sta- 
tions is purchased by the board, which 
pays the full cost of production, and is 
sold by it to the distributing author- 
ities, including the owners of those sta- 
tions. Supplies given directly by the 
board are normally chargeable at the 
Grid tariff (which embodies the prin- 
ciple of a charge per kilowatt of maxi- 
mum demand, adjusted according to 
power factor and to meet changes in 
local government rates, plus a running 
charge per unit sold, varying with the 
cost of fuel in the several areas. A 
progressive reduction of the kilowatt 
charge is made as the maximum de- 
mand of an undertaking increases. 
Special provisions govern the price of 
supplies to the selected station owners). 
SEPT. 25, 1947 
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A of important economies 
in production costs have resulted 
from the Grid scheme. In the first 
place, the possibility of mutual assist- 
ance in the event of plant in any one 
station being out of service, owing to 
overhaul, repair, or breakdown, makes 
it possible to operate safely with a 
smaller margin of spare plant than is 
necessary when each station has to 
provide its own stand-by capacity. The 
reduction in the proportion of stand-by 
plant required under Grid operation 
has thus effected a large saving of 
capital costs—a saving which it is dif- 
ficult to compute, but which is prob- 
ably equal to the capital expenditure on 
the construction of the Grid itself. 
Further economies have arisen from 
the interconnection working of the 


generating stations and from the in- 
stallation of larger and more eco- 
nomical generating plant to meet 
growth of load, with the result that 
the average cost of generation per unit 
has been substantially reduced. 

The Grid proved readily capable of 
application to the requirements of the 
nation at war, and it withstood, with- 
out serious damage, the intense aerial 
bombardment which continued for 
nearly five years. It should, however, 
be remembered that the Grid was con- 
structed as an economic project for 
peacetime needs. It is now being rein- 
forced and the generating capacity as- 
sociated with it extended, as rapidly 
as conditions will permit, to meet the 
ever-increasing demand for electricity 
by the people of Great Britain. 





6¢ yore says to a man: ‘You are a unit in the state. 
W ork hard for the state as the state thinks best and the 


state will provide you with what it thinks you should have.’ We 
say ‘You are an individual. Choose your own way in life and 
seek to develop to the full your own talents. If you do this and 
if you are prepared to accept the obligations that are essential 
to life in an ordered community, then we regard it as a duty 
of the government to see that out of the fruits of your labor 
you can build a life of your own for yourself and your family 
and at the same time feel the satisfaction of sharing in the com- 
mon purpose of a free society.’” 
—ANTHONY EDEN, 
Former British Secretary of State 
for Foreign Affairs. 
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Washington and the 


Utilities 


The Co-op Tax Issue Again 


age for farm codperatives and 
others have volleyed and thun- 
dered against the House Small Business 
subcommittee, which is investigating 
alleged abuses of the codperative move- 
ment in the United States. The opposi- 
tion has not usually been on the merits 
of the charges that the co-op form of 
organization is sometimes used for tax 
dodging and other purposes not quite 
cricket. Instead, the political friends of 
the co-ops have pitched their denuncia- 
tion of the House subcommittee investi- 
gation on a sort of reverse “smear” 
charge. If all the criticisms that the 
House group is trying to “smear” the 
co-ops really stick in the minds of the 
American public, then Representative 
Ploeser (Republican, Missouri) will 
find that his own subcommittee has been 
pretty well “smeared” itself and its work 
discredited in advance, 

One of the stratagems of the co-op 
champions is based on the political vul- 
nerability of co-op reform under a Re- 
publican Congress. Many of the co-ops 
admittedly are popular with the farmers 
and the GOP vote is centered pretty much 
in the farm belt. For that reason, cynical 
Washington observers are predicting that 
Ploeser’s subcommittee will not find the 
Republican leadership in Congress as a 
whole too enthusiastic about taxing the 
co-ops or curbing them in any other way 
when the session opens next January. It 
is a presidential election year, and any- 
thing done to get the farmers mad enough 
to switch their party affiliation would be 
looked on as a political boner. 


B' that as it may, Representative Ploe- 
ser is going ahead quietly with an 
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agenda calculated to show up any dusky 
juveniles who might be lingering in the 
co-op wood pile. Field hearings have 
been scheduled in the following western 
areas: Seattle, September 9th-11th; San 
Francisco, September 18th-19th; and 
Los Angeles, September 23rd-25th. They 
will resume here in Washington in late 
October. 

So far, the REA co-ops do not seem 
to be a part of the immediate investiga- 
tion picture. But even though the earlier 
sessions of the Ploeser Committee, which 
opened up in Washington, D, C., con- 
fined themselves to the housing codpera- 
tive at Greenbelt, Maryland, co-ops gen- 
erally, including REA co-ops, had no 
cause to cheer over the line of evidence 
being developed. Despite the usual de- 
fense of minimizing the tax-exempt fea- 
ture of codperative operations and the 
claim that consumer co-ops are not tax 
exempt at all, the House group reported 
that the Greenbelt housing co-op paid 
less than 30 per cent of the Federal taxes 
it would have paid as a private corpora- 
tion over a period of seven years. 

Even in 1946, when the excess profits 
tax was repealed, the Greenbelt Con- 
sumer Services, Inc., paid less than half 
the taxes a privately owned business 
would have paid operating unger similar 
circumstances, according to subcommit- 
tee testimony. If this type of evidence 
continues to pile up at other hearings 
of the House subcommittee, it will be 
hard for co-ops to laugh it off. Just the 
same, it is also difficult to see the House 
Ways and Means Committee seriously 
entertaining any proposal for sticking a 
tax on co-ops next year. 

The cold prospect seems to be that 
the Ploeser subcommittee will go on 
making a record which will not be raved 
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about, especially among Republicans, 
until 1948 elections are over. At that 
time Congress, even a Democratic Con- 
gress, might be more disposed to breathe 
life into the corpse of charges against 
coéperative chiseling and tax dodging. 


S a matter of fact, the codperatives 
themselves feel somewhat caught in 
the middle of rising resentment against 
unfair competition by private tax-pay- 
ing business companies and the steady 
increase in Federal activity in favor of 
the farmer, Some of the Department of 
Agriculture aid to farmers these days is 
approaching the point where it is serious 
competition for codperative activity. Yet 
it is the Federal government which pro- 
vides the money for the farm program. 
Agricultural cooperatives take a dim view 
of government farm bureau agents mak- 
ing themselves so helpful to the farmer, 
doing about everything for the farmer 
except actually plowing his land and tak- 
ing care of the chores. 

At a meeting of the American Insti- 
tute of Codperation in Fort Collins, Colo- 
rado, delegates were told they faced “the 
most crucial period in the history of co- 
Operatives.” John H. Davis, executive 
secretary of the National Council of 
Farmer Codéperatives, called on the gov- 
ernment to stay out of all farm activities 
except those which farmers themselves 
cannot perform. This was taken to indi- 
cate a feeling of unrest in co-op ranks 
over the constant encroachment of gov- 
ernment into farm matters. It may repre- 
sent an agitation that could spill over 
into the REA field. The institute’s exec- 
utive council, headed by Co-op Manager 
Quentin Reynolds, planned united action 
against congressional attacks, 


* 
Sic Transit Gloria Fundy! 


PEAKING of breathing life intocorpses, 
the ghost of old Passamaquoddy got 

up and took a flying trip between East- 
port, Maine, and Washington, D. C., just 
before Labor Day. After that it prompt- 
ly laid down beside that well-known rock- 
bound coast and took over, once more, 
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its silent vigil beside the rushing tides of 
the Bay of Fundy. 

What started this latest rattling of the 
bones of the New Deal’s $7,000,000 
boondoggle (so far, anyhow) was the de- 
cision of the War Assets Administra- 
tion to sell “Quoddy village” as surplus 
property, valued at slightly less than 
$400,000. The city of Eastport, Maine, 
got an inspiration when it noticed that 
municipalities and other public agencies 
could bid in surplus property at much 
less than tentative surplus value, provid- 
ing there was a “public benefit allow- 
ance,” such as a city bidding in medical 
supplies for its hospitals or recreation 
equipment for a municipal park. 

Eastport proposed to use “Quoddy 
village” for a $1,000,000 program for 
training European displaced persons. 
The training center would operate under 
the supervision of Frank E. Cohen, New 
York and Philadelphia transit manu- 
facturer, who would train DP’s for six 
months and then send them to South 
America for colonization, Their produc- 
tion—tractors and other implements— 
also would be exported to South Amer- 
ica to help along the colonization. 

But the labor groups sent up the first 
howl, because Eastport would not pay 
the DP’s during their training period. 
WAA’s own labor adviser group con- 
demned the proposal as a scheme to ex- 
ploit free labor of unfortunate persons 
and therefore undemocratic. A less hectic 
protest came from die-hard public power 
proponents who still look on Quoddy as 
a sort of ace in the hole, to be revived 
if, as, and when the power supply situa- 
tion in the northeastern part of the United 
States might warrant further develop- 
ment of the tidal power project on the 
Bay of Fundy. 


wn August 27th the WAA ruled that 
the city of Eastport’s plan was in- 
eligible for “public benefit allowances.” 
WAA’s stand was announced after a spe- 
cial meeting of Federal officials, who is- 
sued a joint statement calling the plan 
essentially industrial rather than educa- 
tional in character. 
The following day President Truman 
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told callers that he would like to see the 
day when the Passamaquoddy tidal pow- 
er project off the Maine coast would be 
resumed and completed. The President 
was described by a White House secre- 
tary as having called the project a good 
one. It was said, however, that there 
were no immediate plans for pushing the 
project. 

Senator Brewster, Maine Republican, 
gave Quoddy’s ghost a pat on the back 
when he said that he also had hopes of 
reviving the project, and even intimated 
that an attempt might be made to do so 
in the next session of Congress. 

When all these echoes had died away, 
those in the know in the nation’s capital 
were in agreement that Quoddy has 
about as much chance of revival at the 
next session of Congress as a snowball 
on the streets of Washington in mid- 
August. The Republican Congress is in 
no mood for sinking more American dol- 
lars in the Atlantic ocean at this time, 
following the $7,000,000 invested in 
1934 when political opposition in Con- 
gress caused even the late President 
Roosevelt in the heyday of the first New 
Deal to call a halt. 

The long-range prospects do not seem 
much brighter. Chances are fair that 
even making electricity via atomic energy 
will get into the practical stage before 
circumstances warrant spending another 
dime on the Bay of Fundy. But, by the 
same token, President Truman can safe- 
ly make hopeful statements to keep alive 
local interest in the heart of the GOP 
state of Maine. 


od 


Northwest Power Deals 


A armistice in the public-private 
power controversy in the Pacific 
Northwest has been declared. Late in 
August officials of five major public util- 
ity companies in that area signed l-year 
contracts with Bonneville Power Admin- 
istration for the delivery of up to 335,000 
kilowatts of firm power. It is the largest 
single sale of power by BPA in its 10- 
year history and marks the first time, 
with minor exceptions, that the com- 
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panies have been able to obtain Bonne- 
ville power on a basis other than day-to- 
day sales. The power will be shared in 
varying amounts by the Pacific Power & 
Light Company, Washington Water 
Power Company, Portland General 
Electric Company, Puget Sound Power 
& Light Company, and Mountain States 
Power Company. 

The private power companies ‘in the 
Northwest also agreed to transmit 
power over their own lines for Bonne- 
ville’s account to serve additional public 
bodies and rural electric co-ops. Cost to 
the companies of firm power is the 
standard Bonneville figure—$17.50 per 
kilowatt year. Surplus power will be 
sold at 2} mills a kilowatt hour, and the 
contracts may be extended for another 
year if additional power becomes avail- 
able at Bonneville. The companies were 
willing to contract for 600,000 kilowatts, 
but BPA announced that 335,000 kilo- 
_ represented the total capacity for 
sale. 

Meanwhile, a new plan for the sale of 
the Puget Sound Power & Light Com- 
pany to 15 Washington state public util- 
ity districts is in the formative stage. The 
proposal follows the refusal of the 
Washington Supreme Court to recon- 
sider its decision denying Skagit County 
Public Utility District the right to act 
as agent for the other districts in nego- 
tiating the sale. The new plan would set 
up a nonprofit corporation to act as agent. 
It would (1) buy the company, and (2) 
sell it piecemeal to the 15 districts. Under 
the proposal, the deal would involve the 
same principal amount of money — 


$135,000,000. (See also page 454.) 
e 


Inch Lines Deal Nears Close 


TS Federal Power Commission is 
not expected to interpose much de- 
lay or many restrictive conditions on Ten- 
nessee Eastérn Transmission Corpora- 
tion’s certificate to operate the Big and, 
Little Inch pipe lines. This, despite the 
usual barrage of opposition from coal, 
labor, and other rival interests at the 
FPC hearings. 
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The fuel interests are concerned chiefly 
about opening the rich Philadelphia 
market to natural gas. One witness even 
went so far as to say that the coke busi- 
ness would be knocked right out of the 
picture. But when he was asked whether 
the people in the Philadelphia area did 
not have the right to use natural gas fuel 
if they could get it, he had to admit that 
there was not much argument against it 
from the standpoint of public interest. 

With the winter heating season fast 
coming along, FPC is likely to listen very 
politely to the opposition, but clear the 
Tennessee Eastern certificate just the 
same. Two cogent reasons were advanced 
by pipe-line company witnesses for a 
prompt and comprehensive operating 
ticket. First was the testimony of the 
company’s president, R. H. Hargrove, 
who pointed out that unrestricted opera- 
tion of the lines was necessary to insure 
revenue - producing possibilities that 
would enable the company to pay out its 
investment in the former government 
surplus lines. Handicapping or ham- 
stringing such operations by way of re- 
strictions on load or marketing, it was 
contended, would be like taking advan- 
tage of a bona fide purchase of govern- 
ment property after the original deal was 
agreed upon. 

The second witness pointed to the ur- 
gency of the time factor. He was August 
Belmont, representing Dillon, Read, the 
New York financial house, Belmont ob- 
served that it would be necessary for 
the FPC approval not only to clear the 
November 26th deadline on which the 
company must make its final payment for 
the line, but clear that date sufficiently in 
advance for the Securities and Exchange 
Commission to approve the proposed fi- 
nancial setup of the company. This, the 
witness stated, would take a minimum of 
from two to three weeks, which means 
that the FPC should clear the petition 
by November Ist if not sooner. Pros- 
pects seem good that the FPC will do 
that very thing. 

The proposed financing for Tennessee 
Eastern Transmission Corporation runs 
a little heavy to bonds—approximately 
80 per cent. Belmont hinted that there 
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was a good chance the whole offering 
might be absorbed by institutional in. 
vestors without the need for a public 
offering. Dillon, Read’s own generous as- 
sistance in floating the company’s finan- 
cial arrangements, so far, indicates the 
high regard which the Inch line deal en- 
joys in financial circles. 


SIDE from the Inch line certificate 
matter, which was the biggest gas 
thing on FPC’s immediate agenda, it ap- 
peared that FPC would like to dissolve 
any doubts that it is, or has been, unduly 
dilatory in approving pipe-line certifi- 
cates. This was seen in the release of 
figures on new authorizations for gas 
transmission systems during fiscal year 
1947 (July 1, 1946, to June 30, 1947), 
FPC pointed out that it had approved 
additions of capacity totaling at least 
1,861,000,000 cubic feet daily and cost- 
ing $273,190,302, more than twice the 
expenditure of the previous year. The 
new additions will benefit 80 large cities 
and other communities in 20 states, 


* 
New Oil-Gas Group Members 


EW members appointed to the Na- 
tional Petroleum Council were an- 
nounced recently by Secretary of the In- 
terior J. A. Krug. The council was 
created by the Secretary to advise the 
Federal government on oil and gas prob- 
lems and is composed of outstanding 
representatives in the field. 

The new members include Bruce K. 
Brown of Chicago, president of the Pan- 
American Petroleum Corporation of New 
Orleans and vice president of the Stand- 
ard (Indiana) Oil Company; Ardon B. 
Judd of Houston, Texas, president of the 
Petroleum Equipment Suppliers Assoc- 
ation and vice president and general man- 
ager of the Republic Supply Company; 
Alexander Fraser of New York, presi- 
dent of Shell Union Oil Company ; Rus- 
sel S. Williams of Indianapolis, presi- 
dent of the Individually Branded Petro- 
leum Association of America, and also 
president of Gasteria, Inc., of Indianap- 
olis. 


438 





fering 
al in- 
public 
US as- 
finan- 
es the 
al en- 


ificate 
st gas 
it ap- 
ssolve 
nduly 
ertifi- 
se of 
T gas 
year 
947). 
roved 
least 
cost- 
e the 
The 


Cities 


WASHINGTON AND THE UTILITIES 


Reclamation Bureau Lists Power 
Expenditures During Current 
Fiscal Year 


FFICIAL breakdown of Reclamation 

Bureau’s fiscal year 1948 budget 

reveals a total of $34,754,037 now allo- 
cated for power facilities. 

Interior Department’s Bureau of 
Reclamation is proceeding on a “full 
steam ahead” basis to spend the $89,528,- 
038 appropriated for it by Congress dur- 
ing the current fiscal year. Of this 
amount, more than one-third will be 
spent for power facilities on multipur- 
pose projects. Figures are not yet avail- 
able on funds to be expended by the 
bureau on projects in the Columbia and 
Missouri river basins. Following is an 
official list of power expenditures, total- 
ing $34,754,037, and showing just where 
and how much money has been allotted 
to various Reclamation developments. 
This list was prepared by the Reclama- 
tion Bureau for Pusiic UTILITIES 
FORTNIGHTLY. 


Boise-Anderson Ranch Dam, Idaho 
Powerhouse $ 
Turbines & Generators 
Accessory Elec. Equipment .... 
Misc. Power Plant Equip. ..... 
Switchyard Structure 
Switchyard Equipment 
Transmission Line 


$ 1,222,000 
Deschutes, Oregon 


Cove Power Plant 
(Diversion Dam Repair) .... 33,483 
$ 33,483 


150,000 
50,000 


200,000 


63,000 
82,000 


145,000 


200,000 
1,695 


201,695 


Hungry Horse, Montana 
Powerhouse 
Turbines & Generators 


Palisades, Idaho-W yoming 
Power Li 
Power Plant 


Yakima-Roza, Washington 
Spec. 1805—Trans. Lines 
Transformers & Equipment .... 


Central Valley, California 
Friant Power Plant Studies ... 100 
Shasta Power Plant— 
Structures & Improvements . 220,800 


Gates & Valves 

Penstocks 

Misc. Engr. & Contingencies . 
Turbines & Generators 
Accessory Elec. Equipment .. 
Misc. Power Plant Equip. . 


Keswick Power Plant 
Structures & Improvements . 
Turbines & Generators 
Accessory Elec. Equipment .. 
Misc. Power Plant Equip. ... 

Shasta Switchyard 

Keswick Switchyard 

Elverta Switchyard 

Tracy Switchyard 

Transmission Lines— 
Shasta-Oroville 
Oroville-Elverta 
Elverta-Perkins 
Perkins-Tracy 
Keswick Tap Lines 
Shasta-Tracy 
Tracy-Contra Costa 
Contra Costa-Clayton- Ygnacio 

Clayton & Ygnacio Substations . 

Misc. Constr. Facilities 

Keswick Dam 

Exam. & Surveys 

Communications 


Boulder Canyon, yt sealaapg 
Power Plant & Equipment . 
Transmission Plant 
Boulder City Electric System .. 


Davis Dam, Arizona-Nevada 
Power Plant Structure 
Turbines & Generators 
Accessory Elec. Equipment .... 
Misc. Power Plant Equip. ..... 
Terminal Facilities 
Trans. Lines & Substations— 
Davis-Kingman-Needles 
Davis-Phoenix 
Davis-Hoover 
230 kv. Parker Interconnection 1,948, 447 
Second Parker-Phoenix 8,325 
Bank #2 Phoenix S000 
Bank #4 Phoenix 128,306 
Tucson-Deming Interconnec- 
tion 75,000 
Second Phoenix-Tucson 858,851 
Phoenix Substation Additions 24,916 
Prescott-Phoenix 230 kv. 231,157 
2nd Parker Transformer Bank 59,915 
2nd Parker-Gila 694,055 
Yuma 34.5 kv. System 143,521 
2nd Phoenix-Tucson Substa- 
tions 179,863 
7,200 


Communications & Control .. 
$ 9,506,261 


Parker Dam Power, Arizona-California 
Power Plant 
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Transmission Plant 320 Trans. Line to Distr. Substations 
Gila Substation 26,011 Distr. Substations 
General Plant 62,509 Ft. Peck-Frazer Trans. Line . 
—_———- Distribution Substations 
$ 101,933 Havre-Shelby Trans. Line 
Rio Grande, New Mexico-Texas Havre, Gilford & Shelby Sub. .. 
Elephant Butte Power Plant Power Studies 
Alterations 7,000 
Las Cruces-Alamogordo Trans. $ 3,160,419 
Line 9,289 Shoshone, Wyoming 
Switching Station-Las Cruces .. 22,600 Production Plant 508,030 
Substation-White Sands 15,000 Transmission. Plant 517,860 
Substation—Alamogordo 26,800 General Plant 26,144 
Army Air Base-Alamogordo —— 
Trans. Line 3,400 $ 1,052,034 
Substation-Alamogordo 177,800 Colorado-Big Thompson, Colorado 
Alamagordo-Hollywood Trans. Green Mt. Power Plant 17,785 
Line 104,300 Estes Park Aqueduct & Pwr. 
Substation- Hollywood 148,600 System ; 
Switching Fac.-Elephant Butte . 92,500 Bates. Park Lake 700,000 
Substation-Socorro 137,700 i i 
Elephant Butte-Socorro Trans. 2 lin 417,500 
Line 594,400 
Socorro-Albuquerque Trans. Loop 377,772 
Line 10,000 Greeley-Brighton-East Denver- 
Substation-Albuquerque 10,000 West Denver Line 11,000 
Sierra Coop. Substation 22,600 Brighton - Longmont - Loveland - 
Distance relays for Las Cruces- Fort Collins-Greeley Line ... 4,000 
Alamogordo Trans. Line .... 1,900 Estes-Marv’s Lake) 
Peterson Coil at Elephant Butte 20,000 Estes-Granby 


$ 1,403,889 
Fort Peck, Montana Kendrick, Wyoming 

Glendive-Miles City Trans. Line 639,463 Seminoe Power Plant 

Miles City Substation 48,5 Transmission System 

Trans. Line to Substation 4 General Plant 

Distribution Substations . —_—_ 
Ft. Peck-Williston Trans. Line . 327, $ 762,081 
Williston Substation 198, —— — 
Wolf Point Substation $34,754,037 





4 ‘7 is no exaggeration to say that all of the major ills with 
which the American economy is now beset would be well 
on the way to correction if there were assurance that produc- 
tion would not be interrupted by strikes in major industries, 
if workers would put forth their best efforts to earn through 
increased productivity the high hourly wages they currently 
receive, and if to management were held out the prospect of 
profits ‘sufficiently generous to ensure a heavy and continuous 
flow of new capital into the expansion of old business enter- 
prises and the development of new.’ 
—Excerpt from “Business Bulletin,” published 
by Cleveland Trust Company. 








Exchange Calls 


And Gossip 


Is the Two Rivers Case a Straw 


In the Wind? 


TS little city of Two Rivers, Wis- 
consin, recently played host to a 
most significant theory of telephone rate 
making, a theory that might mark the 
renaissance of price fixing as we knéw 
it under OPA. In deciding a case involv- 
ing the Commonwealth Telephone Com- 
pany and the city of Two Rivers, the 


Wisconsin Public Service Commission . 


set rates on a judgment basis rather than 
on a rate base determined by evaluat- 
ing the phone company’s property cost 
and allowable rate of return value. Thus 
the commission adopted as its basic legal 
concept of utility rate making its author- 
ity to fix prices, or, in other words, its 
“police powers,” rather than the conven- 
tional concept of “eminent domain,” 
meaning the use of a rate of return on a 
fixed rate base. (See, also, page 457.) 

What the commission did was this: 
First it estimated the reasonable future 
cost incurred in the furnishing of such 
service as the public may reasonably be 
expected to demand from the utility here 
involved, Then it estimated the value of 
any class of that utility’s service, where 
that value constituted the limitation upon 
and practical equivalent of the rates 
charged therefor. And finally it decided 
what would be a reasonable profit which 
it would be proper for the utility to enjoy 
under all relevant facts and circum- 
stances. 


HE commission stated its view that 
the Supreme Court, in the Hope 
Natural Gas Company Case, had “dis- 
carded the eminent domain theory and 
basis of rate making, as announced in 
Smyth v. Ames . . . and has gone back to 
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the doctrine as originally announced in 
Munn v, Illinois . . . to the effect that rate 
making is price fixing through the exer- 
cise of the police power of government, 
and that legal principles applicable to the 
exercise of eminent domain have no place 
in rate regulation. Consequently, as we 
view it,” said the commission, “the rela- 
tionship between the net profits which 
any rate schedule will afford and what- 
ever might properly be substituted for 
fair value as the proper equivalent of a 
rate base (whether or not expressed per- 
centagewise as a ‘rate of return’) no 
longer constitutes a valid test as to either 
the legal validity or the reasonableness 
of the rates specified in that schedule.” 

The Commonwealth Telephone Com- 
pany immediately sought and obtained 
an injunction from a lower state court 
restraining the commission from putting 
its order into effect. The order would re- 
duce rates by $10,000, but the principle 
involved actually is far more vital than 
the loss of revenue. 

This switchover in approach to rate 
making sent public utility regulators and 
regulatees scurrying to the archives to 
see just how far the idea could spread. 
The general consensus seemed to be that 
any possible shift to “police power” rate 
making in any state would depend ulti- 
mately on the wording of the public util- 
ity law in that state. Eighteen states, it 
was found after a hasty check, have laws 
which specifically require that some find- 
ing of “value” be made in determining 
rates, and in two cases (Maryland and 
Nebraska) the requisite applies to tele- 
phone rates only. But in 24 other states 
the regulatory statute does not contain 
any “value” clause, and the other 6 states 
have no plenary statute at all. 

The states where some finding of 
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“value” is required by law are: Connec- 
ticut, Kansas, Maine, Maryland (tele- 
phone), Michigan, New York, North 
Dakota, Pennsylvania, Texas (gas only), 
and Washington. Those states requiring 
consideration of reproduction cost, orig- 
inal cost, or some other standard or com- 
bination of values are: Alabama, Indi- 
ana, Kentucky, New Mexico, North Car- 
olina, Oklahoma (required by state Con- 
stitution), Nebraska (telephone), and 
Ohio. The following states have regula- 
tory statutes which fix no definite stand- 
ard for rate-making determination: Ari- 
zona, Arkansas, California, Colorado, 
Georgia, Idaho, Illinois, Louisiana, Mas- 
sachusetts, Missouri, Montana, Nevada, 
New Hampshire, New Jersey, Oregon, 
Rhode Island, South Carolina, Tennes- 
see, Utah, Vermont, Virginia, West Vir- 
ginia, Wisconsin, and Wyoming. These 
states have no plenary regulatory statute: 
Delaware, Florida, Iowa, Minnesota, 
Mississippi, and South Dakota. 


A far as intervention by the Federal 


courts is concerned, successfully 
challenging the doctrine on grounds of 
unconstitutional confiscation does not 
seem too likely. Regulatory experts point 
out that the “end result” test, stated also 
in the Hope Case by the Supreme Court, 
would be the only apparent restriction 
on regulatory discretion. Lest this story 
sound too ominous to industry readers, 
perhaps it had better be said at its con- 
clusion that the “police power” theory 
can work both ways—result in rate in- 
creases as well as rate cuts. The commis- 
sions would be the real price umpires. 


> 
Unions Battle in Open 


Ber ey union activity continues 
at a hot pace as the various groups 
cope with the Taft-Hartley Act and com- 
pany recognition requests. The Commu- 
nications Workers of America were 
among the first to file non-Communist 
affidavits with the renovated National 
Labor Relations Board, while CIO units 
from top international levels to bottom 
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still refuse to play ball with NLRB at all, 
The CWA openly challenged the CIO’s 
new Telephone Workers Organizing 
Committee to show it had signed up a 
single member after three months of 
strenuous organizing efforts. The two 
unions are at direct odds over control of 
the 22,000 workers in AT&T’s Long 
Lines Department. TWOC must hae 
that it represents 50 per cent of the work- 
ers by October 10th or it will again lose 
its bargaining rights. 

On other fronts the battle has not 
reached the certification stage, but it is 
still hot and surprisingly clean. On two 
occasions this month, for example, CIO 
and CWA organizers stood on the same 
stage at mass meetings and pleaded their 
cause in turn. On September 3rd, at 
Charleston, West Virginia, CWA’s sec- 
retary-treasurer, Carlton Werkau, ap 
peared on the same program with 
TWOC’s John J. Moran, at a CWA un- 
ion rally. On September 9th in Balti- 
more, CWA President Joseph Beirne, 
TWOC representative Ted Silvey, and 
AFL spokesman Harry Broach ad- 
dressed a special committee meeting of 
delegates from every Maryland telephone 
union. 

While CWA continues to rack up ma- 
jority figures in balloting here and there 
throughout the states, the big independ- 
ent has not forgotten its long-range in- 
tention to affiliate with either of the 
“Houses of Labor” if terms are right. 
In this month’s issue of The CWA News, 
its national publication, CWA editorially 
urged the CIO to abandon TWOC for 
the following reason: 

The CIO should keep clean hands so as 
to be in a position to encourage the under- 
standing and trust that may make easier the 
settlement of the long-term affiliation ques- 
tion . . . It would seem foolish to spend 
money in trying to raid phone workers’ un- 
ions, particularly when the leaders — and 
many of the members—are not opposed to 
CIO as Tie but who will defeat TWOC for 
what it is . 


» 


Idlewild Still an Item 


ETTING back to the Taft-Hartley 
Act, by far the most unusual occur- 
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rence of the month was that of the United 
Telephone Organizations, an independent 
telephone union in New York city, filing 
a complaint against the International 
Brotherhood of Electrical Workers 
(AFL) with the NLRB. The charge: 
violation of the Taft-Hartley Act. It was 
another development in the longest juris- 
dictional strike ever to tie up wire com- 
munications. For two years and four 
months a jurisdictional battle has raged 
over which of two unions will pull cables 
for phone installation at Idlewild air- 
port. Conditions at LaGuardia airport 
have become dangerous due to the tre- 
mendous increase in air traffic, forcing 
the New York city administration to take 
a hand in the fuss and seek completion 
of the supplementary air terminal. After 
trying various compromise proposals, 
Mayor O’Dwyer finally ordered one of 
his plans to be carried out, This was the 
agreement reported in this column last 
issue (September 11th), and it is now 
in effect despite UTO’s opposition to it. 
The New York Telephone Company, 
caught squarely in the middle of the mess, 
directed each union to do specified work 
under the compromise order of the may- 
or’s, which allotted part of the installa- 
tion work to each union. It was the com- 
pany’s direction that gave the UTO the 
basis for its complaint against IBEW. 
One section of the Taft-Hartley Act 
states that “it shall be an unfair labor 
practice for labor organizations or its 
agents . . . to force or require any em- 
ployer to assign particular work to em- 
ployees in a particular labor organiza- 
tion.” Local 3 of the IBEW, reads the 
complaint, breached this provision of the 
law when it refused to “perform any 
services in connection with conduit and 
telephone installations . . . the object 
thereof was to force or require that New 
York Telephone Company assign par- 
ticular work to members of Local3... 
rather than to employees of the . . . com- 
pany,” who are members of UTO. 


A= days later, UTO was to have 
filed charges for damages under the 
Taft-Hartley Act against IBEW in Fed- 
eral court, The union declared that the 
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work at Idlewild would probably be com- 
pleted before any court or board test 
could be arranged, but that it would press 
both complaints to settle the principle in- 
volved. 

Officials pointed out that swift NLRB 
action was unlikely. For one thing, UTO 
only filed its non-Communist affidavits 
(necessary before NLRB could act on its 
complaint) around mid-September, de- 
laying the processing of its own charges 
somewhat. The NLRB could decide to 
issue a complaint against IBEW, after 
it studied the case, but, if the work were 
all finished, any subsequent injunction 
would be useless. Both unions and city 
labor officials expressed their dislike of 
having to use the offices of NLRB for re- 
dress in this row. Doing business with 
the board is considered in poor taste 
among unions these days, in many cases. 
At any rate, the compromise agreement 
of Mayor O’Dwyer did end a jurisdic- 
tional strike, and as such it is entitled to 
receive credit for one accomplishment. 


» 


Jones Moves Upstairs 


HE Federal Communications Com- 
mission welcomed its newest mem- 
ber this month when Representative Rob- 
ert F. Jones of Ohio shed his congres- 
sional clothes and donned the regulatory 
robes of a Federal commissioner, The 
commission then held its first fall meet- 
ing and began discussing its own reor- 
ganization into three divisions, The plan 
to split the commission into broadcast, 
common carrier, and safety and special 
services divisions, with each commis- 
sioner sitting on two of them while the 
chairman sits on all three, was originated 
by Chairman Denny. Ostensibly this 
split would remove the necessity for con- 
gressional action along a similar line, as 
proposed this year in the White-Wolver- 
ton Bill. Under that bill, the commission 
would divide itself into only two divi- 
sions, with the post of chairman reduced 
to practical impotence. Denny contends 
that so long as the present Federal Com- 
munications Act gives the commission 
the right to divide itself in any way it 
sees fit, there is no need for new law. 
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Financial News 


Progress of Holding Company 
Integration 


(Continued from previous issue) 
EW ENGLAND Pustiic SERVICE — 
New England Public Service is 
about to retire its prior preferred stocks 
under a plan approved by the SEC and a 
Federal court. A plan is now awaited for 
allocation of remaining assets between 
the plain preferred and common stocks. 

Niagara Hudson Power — Merger 
program of Niagara Hudson has been 
delayed by the investigation of the pub- 
lic service commission, which has not yet 
ordered hearings. 

Northern States Power—A_ vast 
amount of work has been done in devis- 
ing a long series of plans for allocating 
the shares of the company’s subsidiary 
(Northern States Power of Minnesota) 
to the preferred and class A stockholders. 
The situation still remains somewhat 
confused, in the absence of SEC guid- 
ance. 

North American Company—The com- 
pany’s integration program is about 75 
per cent completed but a last-minute 
hitch occurred in the proposed settle- 
ment with common stockholders of 
North American Light & Power. 

Public Service of New Jersey — An 
adjusted plan has been filed with the 
SEC, with various exchange ratios 
based on estimated values of new securi- 
ties. However, first half earnings for the 
top company made an unfavorable show- 
ing ($1.21 versus $1.51) and while this 
is apparently due to a slump in transit 
earnings, the figures (unless explained) 
might affect the smooth sailing of the 
plan. 

Standard Gas & Electric—The -com- 
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and 
Comment 


By OWEN ELY 


pany appears to be marking time. The 
valuation data being prepared by Stone 
& Webster and J. Samuel Hartt, and the 
plan to be based thereon, have apparent- 
ly been indefinitely delayed. (They were 
expected to be ready around April or 
May.) 

United Corporation — A manda- 
tory plan has been filed by United to re- 
tire its preferred stock. This plan awaits 
SEC action. 

United Light & Railways — Two re- 
cent plans are before the SEC and hear- 
ings were resumed after Labor Day. 
The basic issue appears to be whether 
the electric and gas systems can be held 
together under one top management 


pending completion of the proposed pipe 
line. 


* 


“Investment Value” 


UCH is heard these days at Phila- 
delphia, in holding company pro- 
ceedings before the SEC, of “investment 
value” and the “bundle of rights” theory. 
In general these concepts are used to 
justify somewhat higher values than cur- 
rent market (or prices based on current 
market yardsticks) in preparing formu- 
las for exchanges of portfolio holdings 
for senior holding company securities 
which are being retired. Cases in point 
were the New England Electric System 
exchange for RIPS preferred, the pend- 
ing plans for retirement of the preferred 
stocks of United Corporation and Com- 
monwealth & Southern, the trustee’s 
plans for retiring International Hydro- 
Electric bonds, etc. In other words it has 
become the current custom to “skimp” a 
little in preparing exchange packages 
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(whether voluntary or mandatory), with 
the idea that current values frequently do 
not reflect favorable future developments 
—which developments enter into the “in- 
vestment value” as opposed to the “un- 
seasoned” or speculative market price. 

The “bundle of rights” theory implies 
that a broader view of the respective 
rights of holders of senior versus junior 
securities should be taken than the “strict 
priority” views held by the late Judge 
Healy and others. In other words the op- 
tion on future earnings enjoyed by the 
common stock might entitle it to larger 
participation than it might obtain on a 
priority basis, 


ORE recently the question of re- 
demption premiums on_ senior 
securities has come to the fore. A few 
years ago in some of the earlier cases 
the SEC seemed opposed to granting 
these premiums. Later, with a substan- 
tial advance in security prices, the con- 
cession was made in several cases and it 
looked as though a precedent was being 
established in favor of paying the pre- 
miums—especially on bonds and on pre- 
ferred stocks without arrears. However, 
this revival of the “strict priority” con- 
cept suffered a sharp setback in the de- 
cision of Judge Leahy in the Engineers 
Public Service Case (U.S. District Court 
of Delaware, Civil Action No. 995, May 
15, 1947). Judge Leahy’s denial of the 
preferred stockholders’ claim to the call 
premiums was supported by the follow- 
ing reasoning (quotations include text 
and footnotes intermingled) : 

Certain common stockholders argue that 
this plan involves a true liquidation as dis- 
tinguished from the fictitious liquidation in- 
volved in Re United Light & Power Co.... 
and that consequently the stock rights of the 
various security holders are not to be treated 
as though in a continuing enterprise. Since 
this is a true liquidation, the parties argue, 
the charter provisions do apply and therefore 
the preferreds are not entitled to a premium. 
The charter in this case provides that the 
preferreds shall be entitled to a premium 
only in the event that the winding up is 
voluntary; and this and other courts have 
held that, where a company must change its 
capital structure because of the impact of the 
act, the winding up or reorganization is not 
voluntary. ... Independently of the previous 
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argument of the commission and the prior 
holdings on the matter, it seems obvious that 
a plan, whether submitted by the company 
or the commission, is not a voluntary plan. 
Congress has ordained certain action and 
when the company takes such action it can 
be said to be voluntary only in a Pickwickian 
sense. ... [However] I prefer not to defin- 
itively decide this particular point but to con- 
sider the charter provisions of the company 
as but one of several factors in determining 
the relative rights of the various security 
holders. 


In considering these “several factors” 
Judge Leahy studied the market history 
of the preferred stocks, citing the follow- 
ing facts: (1) None of the three series 
was initially sold to the public for more 
than $100 per share, despite the addition 
of convertible and warrant features ; the 
company probably did not receive more 
than $98. (2) The market history ex the 
conversion and warrant privileges had 
shown an average price much below $100. 
(3) Dividends were omitted for a 3-year 
period, though later paid off. 


aoa testimony by Dr. R. A. Badg- 
er claimed a present value substan- 


tially above par, based on “all charges 
and preferred dividends earned,” “pro- 
portion of prior obligations to total capi- 
talization,” “book value of equity per 
share of preferred,” “per cent of quick 
net assets to prior obligations,” and 
“times parent company dividends were 


earned.” Judge Leahy accepted Dr. Badg- 
er’s values but held that they “are not 
controlling because the plan itself does 
not propose to give these amounts to the 
preferreds. Further, it is unnecessary to 
decide whether these values would more 
than offset the other factors previously 
considered and consequently justify the 
payment of a premium, for in this case 
this factor is neutralized and rendered 
impotent by several other considera- 
tions. What the plan overlooks is that 
this is not a l-way argument but a 2-way 
argument. The necessity and impact of 
the plan which makes the preferreds give 
up this present enhanced value also work 
to the detriment of the common. In order 
to comply with the divestment orders, 
many of the assets of Engineers were 
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sold for less than the carrying value on 
Engineers’ books, and many of such 
securities thus disposed of subsequently 
increased in market value or capitalized 
earning power greatly in excess of the 
amounts realized by Engineers upon their 
sale. In short, the forced divestment 
orders have worked a hardship on both 
the common as well as the preferred 
stocks, 

“Moreover, and what is probably more 
important, a significant reason why the 
present preferreds are able to be evalu- 
ated at more than their redemption prices 
is because of retained earnings over a 
period of years not paid as dividends to 
the common stockholders. The past sacri- 
fices and contributions of the common 
contributed significantly to the present 
value of the preferreds.” 


PP Judge Leahy’s opinions are 
sustained by the U.S. Court of Ap- 
peals and by the Supreme Court, the de- 
cision will be of special interest to hold- 
ers of the speculative common stock 
“stubs” of Engineers Public Service, the 
preferred stock “stubs” of Electric Bond 
and Share, etc. The Engineers stubs are 
currently around 14, but have an esti- 
mated liquidating value of over $3 if the 
entire $4,000,000 escrow fund is released 
to them ; on the other hand, if the higher 
courts reverse Judge Leahy the “stubs” 
might be worth $1 or less (depending 
principally on tax settlements). The Elec- 
tric Bond and Share “stubs” would of 
course become worthless if the redemp- 
tion premium claims were ruled out (and 
there are some points of similarity with 
the Engineers preferred stocks as to mar- 
ket history, etc.). The decision will also 
affect the settlements to be made with the 
holders of various preferred stock issues 
in pending cases. 


e 
General Public Utilities 


AROLD YOUNG, utility analyst of 
Eastman, Dillon & Co., has recently 
repared a 9-page analysis of General 
ublic Utilities. He points out that, 
while excellent gains in earnings were 
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registered in the second quarter this year, 
the stock continues close to its lowest 
levels since issuance in reorganization, 
The current price is only about 63 times 
the total system earnings, including the 
nonconsolidated earnings of Associated 
Electric Company and Manila Electric 
Company. 

While the system was under the super- 
vision of the Federal District Court and 
the SEC, the trustees were able to in- 
crease operating efficiency and improve 
the physical condition of the properties. 
Outlying units were disposed of, complex 
intercorporate relations and financial en- 
tanglements unraveled, and rates re- 
duced. Important refunding operations 
have been consummated for the operat- 
ing subsidiaries in the past year or so, 
establishing these companies on a sound 
credit basis. 

Regarding the situation in the Philip- 
pines, Mr. Young points out that busi- 
ness recovery has been very rapid and in 
due course the properties may be earning 
as much as, or more than, their prewar 
earnings. It is expected that the com- 
pany will recover a reasonable amount of 
war damages from the U. S. government. 


I" general, the system operates in small 
and modest-sized communities, with 
only three cities of over 100,000 popula- 
tion in its territory. As a result there is 
excellent diversification, with little de- 
pendence on heavy industries and a sub- 
stantial amount of good farm area (where 
use of electricity for dairy power, etc., 
is steadily increasing). The recent 
growth of business over last year has 
been running substantially better than for 
the Middle Atlantic states as a group. 

An interesting point with respect to the 
capitalization of the top company is that 
share earnings are currently based on the 
maximum number of shares issuable 
under the recapitalization of the Asso- 
ciated Gas companies. It now appears 
likely that some of these shares will never 
be issued and this will not only increase 
the share earnings, but will also permit 
cancellation of all past dividends declared 
on these excess shares, thus releasing 
cash. 
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Events 


In General 


Seek Bill to Give States 
Title to Tidelands 


| pga ee by the national Congress, 
giving the states definite control 
and ownership of the tidelands, will be 
sought by the attorneys general of the 
various states, it was announced at Aus- 
tin, Texas, recently. 

Walter Johnson, Nebraska attorney 
general and president of the National 
Association of Attorneys General, on 
September 4th appointed a committee to 
map plans for the campaign. 

The committee was scheduled to meet 
at an early date to draw up recommen- 
dations for action by the national asso- 
ciation at its annual convention in Bos- 
ton in October. 

Governor Beauford H. Jester of Texas 
has announced that he will carry his tide- 
lands fight to the Southern Governors 
Conference October 19th at Asheville, 
North Carolina. 

Secretary of Interior J. A. Krug on 
September 5th announced that Attorney 
General Tom Clark had informed him the 
Federal government does not now have 
the right to lease submerged coastal lands 
for oil and gas development. 


Farm Electrification Conference 


ONTINUED success of the farmelectri- 
fication movement is the goal of the 


National Farm Electrification Confer- 
ence to be held October 7th and 8th at 
the Claypool hotel, Indianapolis, Indiana. 
More than 500 persons are expected to 
attend the conference, including Agri- 
culture Department officials, power com- 
pany executives, electrical manufac- 
turers, educators, and representatives of 
the farm and electrical press. 

Principal speakers will be Claude R. 
Wickard, Rural Electrification Adminis- 
trator; J. E. Stanford, executive secre- 
tary, Kentucky Farm Bureau Federa- 
tion ; and L. M. Smith, vice president and 
director of public relations, Alabama 
Power Company, Four panel discussions 
on farm electric problems will also be 
featured. 


All-out Fight on Seaway 


ARROLL B, HuNTRESS, new president 
of the St. Lawrence Project Con- 
ference, said recently that an “all-out 
offensive” against the proposed St. 
Lawrence seaway would be waged by his 
group. Mr. Huntress, New York city 
business executive, succeeded Frank 
Davis as president of the conference. 
In a statement Mr. Huntress described 
the proposed seaway and power develop- 
ment as a “collective scheme” and an 
“attempt by selfish interests to cripple the 
American enterprise system with another 
TVA.” 


California 


Lease Plan Rejected 
HE offer of J. L. Haugh, East Bay 
transit operator, to lease the San 
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Francisco Municipal Railway for $700,- 
000 a year was rejected recently by the 
city’s supervisors. 
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The supervisors, however, left the door 
open for Haugh or others to submit a 
lease or outright sale proposition if the 
people turn down the $20,000,000 rail- 
way rehabilitation bond issue at the 
November election. 

Haugh gave no assurance he would be 
in a position to renew the offer after the 
election. The president of the Western 
Transit Company of Oakland said he 
would be forced to cancel an option to 
purchase 700 busses which he planned to 


use for modernization of the system. 

Recognizing the supervisors could not 
dispose of the rail properties without 
authorization from the people, Haugh 
had urged the board to place a permis- 
sive charter amendment on the Novem- 
ber ballot. 

Mayor Lapham counseled against this 
step at a recent meeting, saying separate 
amendments to lease the system and to 
finance improvements by a bond issue 
would “confuse” the voters. 


Colorado 


Utility Control Plans Aired 


T= controversial question of what 
city agency shall have regulatory 
and rate-making powers for public utili- 
ties, the city council, the department of 
public works, or a new city department 
known as the division of utilities, was 
aired before the public works committee 
of Denver’s charter convention early this 
month. 

Spokesmen for the utility companies, 
including the Mountain States Telephone 
& Telegraph Company and the Public 
Service Company of Colorado, strongly 
advocated that city council retain its pres- 
ent powers of utility regulation under the 
new charter. They expressed opposition 
to a charter proposal by William E. 
Doyle that such authority be delegated 
to a new city department known as the 
division of utilities, which would be ac- 
countable to the mayor. 

Doyle contended that his charter pro- 
posal, if adopted, would save Denver con- 


sumers millions of dollars yearly in pub- 
lic utility rates. 

Gene Cervi, Democratic state chair- 
man, advocated stricter city regula- 
tion of public utilities. He charged that 
political activities of utilities constitute a 
corruptive influence, particularly in Colo- 
rado legislative circles. He recommend- 
ed that rate-making powers for utilities 
be taken away from the city council and 
delegated to a utilities department under 
the mayor to enable the “people to have 
a voice in its operation.” 

Speaking in behalf of the utilities and 
city council control were Attorneys Wil- 
liam Bryans III and Charles J. Kelly, 
representing the Public Service Com- 
pany, and Elmer Brock, representing 
the Mountain States Telephone & Tele- 
graph Company. 

Bryans contended that under the pres- 
ent system of utility regulation the Pub- 
lic Service Company had consistently re- 
duced rates during the last twenty years. 


Florida 


Tax Ordinances Vetoed 


ayor C, Frank Whitehead on 
September 3rd vetoed two ordi- 
nances passed by the city council placing 
a tax upon Jacksonville’s users of elec- 
tricity, water, gas, and telephone service. 
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He returned the two measures to council 
with a veto message recommending that 
council provide amendments or new bills 
setting up a wider scale of taxation bene- 
fiting small users of utilities and “for the 
relief of industries and businesses” using 
the utilities. 
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The two ordinances provided that 
Jacksonville users of electricity, water, 
gas, and telephone service pay a 10 per 
cent monthly tax on bills under $500, 5 
per cent monthly on accounts on the next 
$1,500, and 1 per cent on bills in excess 
of $2,000. 

Mayor Whitehead said that he would 


“consider approving” the municipal tax 
on the following scale: 10 per cent on 
monthly statements from $50 to $100, 7 
per cent from $100 to $200, 6 per cent 
on from $200 to $500, 5 per cent on $1,- 
000 to $1,500, and 1 per cent on bills in 
excess of $1,500. There would be no tax 
on bills under $50, he indicated. 


Georgia 


Penalties for Gas Failure Asked 


? l ‘HE state public service commission 

on September 3rd recommended 
that the Atlanta Gas Light Company pay 
stiff penalties to large commercial and in- 
dustrial consumers when it fails to pro- 
vide firm, uninterrupted service. 

The utility was given until September 
29th to show cause why the rate revision 
should not be imposed in an effort to 
force a larger supply of natural gas to 
business houses and industries using 
more than 200,000 cubic feet daily. 

The gas utility told the commission 
that it was spending more than $4,728,- 


000 last year and this year for plant ad- 
ditions, more money than it had spent for 
improvements in the previous decade. 
Company attorneys, in effect, attributed 
a commercial gas shortage to the com- 
pany’s source of supply, the Southern 
Natural Gas Company of Birmingham, 
which pipes the fuel from Louisiana and 
Texas, 

The commission at the recent hearing 
recommended that the company, which 
serves Atlanta, Macon, and Rome, be re- 
quired to pay a penalty of $18 per thou- 
sand cubic feet of undelivered gas to 
large consumers, 


Illinois 


Traction Merger Delay 
Threatened 


URTHER litigation that may hold up 

the promised purchase of the surface 
and elevated lines by the Chicago Trans- 
it Authority became a possibility early 
this month when Attorney William R. 
Morgan notified lawyers for traction in- 
terests that he would seek to have held 
invalid the franchise granted by the city 
to the authority. 

The new development came soon after 
the authority had accepted a check, 
drawn by the banking syndicate that 
marketed the authority’s $105,000,000 
bond issue, for $2,100,000. The sum had 
been agreed to as “earnest money,” to be 
forfeited if the whole amount were not 
ready when the bonds are, about Septem- 
ber 30th. 
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Morgan’s notice said he would present 
to Judge Michael L. Igoe of the Federal 
District Court on September 10th his 
petition asking that the new franchise be 
declared dead and the ordinance fran- 
chise of 1907 be held still in effect. He 
represents class B bonds of the surface 
lines, which were made worthless in the 
authority plan. 


Gas Heat to Be Denied 


M= than 30,000 persons who have 
asked the Peoples Gas Light & 
Coke Company to furnish them gas heat- 
ing for homes this winter are doomed to 
disappointment, it was reported recently 
by B. W. Kokum, gas engineer for the 
state commerce commission. 

He said the company has sent letters 
to these applicants, informing them the 
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service cannot be furnished within a 
“foreseeable time” and that the supply 
must be husbanded to care for cooking 
and water heating, which are kept avail- 
able for all. He said the firm had been 
able to grant new space heating for few- 
er than 2,000 homes this year. 


In general, the heating gas is being 
installed for those who applied before 
July 1, 1946. In some “hardship cases” 
applications of a later date have been 
filled. Kokum said gas is cheaper at pres- 
ent rates than oil, and he attributed the 
rush for gas to this factor. 


Kentucky 


Ban on Gas Equipment Dissolved 


IMITATIONS On installations of gas 

space-heating equipment were lift- 

ed on September 3rd when Circuit Judge 

William B. Ardery signed an order dis- 

solving the temporary ban he had placed 
in effect on July 25th. 

At the same time, attorneys for the 
four gas companies attempting to limit 
gas sales to present customers only said 
it was “only fair to warn the public” the 
decision may not be a final one. 

In further attempts to have the re- 
strictions reimposed, the gas companies 
divided into two groups to follow two 
legal avenues open to them. 

Two utilities, Louisville Gas & Electric 
Company and Frankfort Natural Gas 
Company, told Judge Ardery they would 
not go to the court of appeals. They indi- 
cated they would ask the state public 
service commission to reconsider its 
unanimous decision of July 22nd lifting 
all gas heater restrictions. 

The other two, Central Kentucky Nat- 
ural Gas Company, Lexington, and 
Union Light, Heat & Power Company, 
Covington, asked for and were granted 
the right to appeal Ardery’s refusal to 
continue his restraining order in effect. 

Ardery on September Ist refused to 
approve an agreed judgment offered by 
the commission and the utilities which, he 


said, was “absolutely counter” to the 
commission’s July 22nd decision, before 
him on the utilities’ appeal. He ordered 
the case sent back to the commission and 
said he would review it when the com- 
mission “makes up its mind.” 


Nominee Calls Plan “Vicious” 


NY legislation similar to that con- 
tained in the controversial Moss 
Bill, the so-called anti-TVA Bill, faces a 
veto if passed by the state legislature, if 
Eldon S. Dummit is elected governor in 
November. The Moss Bill would have 
established a formula for acquisition by 
municipalities of privately owned electric 
systems. 

Attorney General Dummit, Republi- 
can nominee for governor, when ques- 
tioned about his stand on the measure re- 
cently, termed the Moss Bill “vicious, 
and probably unconstitutional.” He said 
if any similar bill is passed by the legisla- 
ture next year, and if he is in the gov- 
ernor’s chair, “I will veto it.” 

The Moss Bill, sponsored by Senator 
Ray B. Moss, Pineville Republican, 
would have amended the state law giving 
cities the right to acquire electric sys- 
tems by prohibiting a city from building 
a system of its own and setting up a 
formula it would have to follow in buy- 
ing an existing system. 


Massachusetts 


Public Buys Boston Elevated 
HE Boston elevated railroad system, 
which carries about a million com- 
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muters daily, passed from private to pub- 
lic ownership recently. The newly cre- 
ated Metropolitan Transit Authority 
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paid $20,297,490 in cash to the directors 
of the Boston Elevated Railway Com- 
pany for the system. 

As a result, the residents of 14 greater 
Boston cities and towns now own the 
property and franchises of the “El” along 
with its troubles. 

The way for the sale, which was agreed 
upon some weeks ago, was cleared when 
Denis W. Delaney, collector of internal 
revenue, announced that a $3,489,560 
lien against the system for back taxes 


from 1940 to 1943 had been discharged 
by the Federal government pending set- 
tlement of a dispute as to the amount to 
be paid. 

The purchase has been under negotia- 
tion for some time, with threats of vari- 
ous kinds of suits causing delays. Yet 
to be settled were labor conditions under 
which “El” employees are to work now 
that they are employed by the public, 
pension funds, and other such considera- 
tions. 


Michigan 


Utility Surveys Ordered 


} igre surveys of utilities that 
serve Michigan and collect millions 
of dollars a year in rates set by the state 
public service commission were ordered 
by Governor Sigler early this month. He 
instructed the commission to strengthen 
the technical staff with independent, un- 
biased experts before the next rate hear- 
ings. 

Among the first on the docket will be 
the $10,000,000 increase asked by the 
Michigan Bell Telephone Company. 


Stuart B. White, chairman of the com- 
mission, told Sigler that only 7 out of 28 
of the larger utilities have ever been in- 
dependently surveyed by the commission. 
He explained that his investigation re- 
vealed that the commission has had to 
depend upon information supplied by the 
utilities which were being regulated. 

The governor declared that the addi- 
tion of the state’s own experts could save 
utility customers large sums of money 
through adequate presentation of all 
pertinent facts. 


Missouri 


Protest Filed on Service Limit 


SERVICE rule of the Laclede Gas 

Light Company of St. Louis, per- 
mitting it to reject new applications for 
space heating and to curtail industrial 
gas service because of an expected nat- 
ural gas shortage in the 1947-48 heating 
season, was attacked as “discriminatory 
and unlawful” in a complaint filed on 
September 2nd with the state public serv- 
ice commission. 

The complainant, the Automatic Fir- 
ing Corporation, asked the commission 
to rescind its order of last April approv- 
ing the service limitation rule, and to re- 
quire Laclede to desist from enforcing 
the rule. 

The Automatic Firing Corporation, 
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which manufactures and sells gas-heating 
equipment, asserted there was no valid 
justification for the limitation in St. 
Louis county. It alleged the Laclede 
Company intended to divert part of the 
gas supply, which should be available for 
St. Louis county customers, to gas cus- 
tomers in St. Louis. 
Under the regulation, Laclede is 
authorized to refuse to supply gas service 
for space heating to customers whose ap- 
plications for such service had not been 
—- by Laclede prior to last April 
rd. 


Phone Rate Boost.to Be Sought 


OUTHWESTERN BELL TELEPHONE 
ComPANY plans to apply to the state 
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public service commission for certain 
rate increases, St, Louis city officials were 
told recently by Clifford G, Wassall, dis- 
trict manager of the company. Wassall 
said the increases would be calculated to 
add $2,000,000 to the company’s annual 
revenue in Missouri. 

Wassall said the schedule of increases 
to be proposed had not been decided on, 
but that it was not planned to increase 
the basic rates to household patrons in 
St. Louis or Kansas City. Long-distance 


rates and charges for special services will 
bear the chief advances, he said. 
Wassall said it was planned to seek 
similar increases in the other states 
served by Southwestern Bell, Kansas, 
Arkansas, Oklahoma, and Texas, and a 
part of Illinois. He said the application 
to the Missouri commission probably 
would be made about October 15th. 
Increased costs of operation have out- 
stripped the increases in the company’s 
revenue, the Bell representative said. 


¥ 
New Jersey 


City Loses Tax Decision 


NGS early this month lost the de- 
cision in its attempt -to assess in- 
tangible personal property of Public 
Service Corporation at $3,313,200 for 
each of the years 1943, 1944, and 1945. 
The state division of tax appeals an- 
nounced it had reduced the assessment 
for 1943 to $36,950, for 1944 to $77,874, 
and for 1945 to $91,667. Earlier, the 
Essex County Tax Board had reduced 
the assessments to about one-third of 


Newark’s figure, but the corporation car- 
ried the appeal to the division of tax ap- 
peals. 

The division canceled assessments on 
interest received from United States 
Treasury notes and bonds and also as- 
sessments on redeemed perpetual in- 
terest-bearing certificates of the copora- 
tion amounting to $1,020,223. 

Earlier the county board had upheld 
the assessments on the redeemed cer- 
tificates, 


Oregon 


Transit Fares Increased 


Se city council early this month 
unanimously adopted recommenda- 
tions of Commissioner Dorothy McCul- 
lough Lee to give Portland Traction 
Company, on a contingent basis, the 
higher fare structure of 10 cents for 
single rides, 11 tokens or tickets for $1, 
and $1.40 for the weekly pass. 

The contingency is that the company 
must have ordered by next April Ist, or 
pledged the council it will buy before 
next July Ist, $1,500,000 worth of new 


motor coaches (or 75 coaches, whichever 
represents the lesser expenditure) in ad- 
dition to the 100 gas busses and 50 trolley 
coaches now either delivered or in proc- 
ess of manufacture. 

Should the company fail in this, the 
fares will revert to 10 cents for a single 
ride, three tokens for 25 cents, and $1.25 
for the weekly pass, on April Ist, unless 
otherwise provided by the council. 

The company had asked for 10 cents a 
ride, abolition of the 84-cent tokens, and 
$1.50 for the pass. 


-* 
Rhode Island 


Rate Hearing Recessed 
UBLIC hearing on the proposed new 
telephone rates was recessed recently 
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until October 6th, with the possibility 
that the new rates might go into effect 
before the hearing is resumed, 
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Horace P, Moulton of Boston, chief 
counsel for the New England Telephone 
& Telegraph Company, said the company 
had reached “no decision” on whether it 
would file a new rate petition before 
October 3rd. Unless it does, the new 
rate schedule, which will boost rates in 
Rhode Island about 18 per cent, will auto- 
— become effective on October 

rd. 

Public Utility Administrator Thomas 
A. Kennelly, before whom the hearing 


was being held, suggested at the opening 
session of the hearing last month that the 
company file a new petition. He inti- 
mated at that time that since state law 
permitted suspension of new rates for 
three months—in the telephone company 
case from July 3rd to October 3rd—the 
higher phone rates would become effec- 
tive October 3rd; and he reiterated that 
position recently, after declaring a recess 
upon conclusion of direct testimony by 
company witnesses. 


South Carolina 


Merger Negotiations Revealed 


ge ogg are in progress look- 
ing to the consolidation of the 
Charleston and Columbia utilities, it was 
revealed this month by S. C. McMeekin, 
president of the South Carolina Electric 
& Gas Company, of Columbia. 

The negotiations were being carried 
on by officials of the Columbia company 
with the Commonwealth & Southern 


Corporation, of New York, owner of 
the Charleston utility. 

Mr. McMeekin said a successful con- 
summation of the proposed consolida- 
tion “would provide the service areas 
of the two companies with the strongest 
power resources in the Southeast.” 

He pointed out that the area would be 
flanked by the big steam generating 
plant at Parr, north of Columbia, and 
the new steam plant at Charleston. 


+ 
Washington 


Wanted in PUD Deal 


TACIT invitation to the cities of 
Seattle and Tacoma to join public 

utility districts in purchase of Puget 
Sound Power & Light Company prop- 
erties was included in a report on 
September 5th by Bert L. Heggen on be- 
half of the 15 associated PUD’s. 

Heggen, Skagit County PUD commis- 
sioner, heads the association of districts 
interested in the purchase plan. 

Announcing the results of the pre- 
vious day’s general conference of PUD 
commissioners with Guy C. Myers, their 
fiscal agent, and engineers and lawyers, 
Heggen, in a prepared statement, ex- 
pressed “hope... that the cities of 
Seattle and Tacoma will codperate with 
the districts.” 

Heggen added that representatives of 
the districts were instructed to prepare 
a new purchase plan. This will replace 
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the plan recently invalidated by the state 
supreme court, under which the Skagit 
PUD would have acted as agent for all 
districts. The new plan, like the former 
one, will provide for acquiring, not only 
the Puget Sound’s distribution systems, 
but also its generating plants and trans- 
mission lines, Heggen said. 

He commented that Federal ownership 
of all generation facilities in the state 
would put power rates within the control 
of Congress and added: 


Low-cost power is vital to the economic 
future of Washington, as is being demon- 
strated by the movement of certain kinds of 
industry to this state. The way to be certain 
that rates are kept low is for the local pub- 
lic to own the producing plants. 


Myers said officials of Puget Sound 
Power & Light would continue codperat- 
ing on any plan for a complete “take 
over” of company property. 








‘ Qitrirttvets: 


The Latest Utility Rulings 


Municipal Plant Service beyond City Limits 
Is Subject to Regulation 


HE court of appeals of Kentucky 

holds that the state commission has 
jurisdiction over municipal plant activi- 
ties beyond city limits. Therefore the 
remedy for objectionable rates in such 
areas is not the granting of authority for 
competing service but an investigation of 
municipal plant rates. 

About 45 per cent of the customers of 
the city of Olive Hill (operating a mu- 
nicipal electric plant) reside outside the 
city. Last year some of these patrons 
complained to the commission against 
rates charged. The commission, after an 
investigation, held that the city was with- 
out authority to purchase electricity at 
wholesale and distribute it outside its 
limits. The commission ordered the city 
to discontinue this service as soon as a 
cooperative and a power company should 
construct lines to serve these patrons. 
Certificates of convenience and neces- 
sity were granted for that purpose. 

The court agreed with the city that the 
commission’s powers are purely statu- 
tory and limited to the regulation of rates 
and service of utilities. It follows that 


the commission is without jurisdiction to 
determine that the city has no legal right 
or authority to supply patrons beyond 
corporate limits and to order it to cease 
doing so, This was said to be a question 
for a court of original jurisdiction and 
not the commission. 

When the city supplied current out- 
side its limits its exemption from regula- 
tion as to rates and service by the com- 
mission ceased; and, according to the 
court, the city came within the jurisdic- 
tion of the commission and was subject 
to regulation by it. This being true, the 
commission should have required the city 
to make its rates reasonable and its serv- 
ice adequate rather than to have granted 
authority for others to enter the field in 
which the city was operating. The court 
said : 

The manifest purpose of a public service 
commission is to require fair and uniform 
rates, prevent unjust discrimination and un- 
necessary duplication of plants, facilities, and 
service and to prevent ruinous competition. 


Olive Hill v. Kentucky Public Service 
Commission et al. 203 SW2d 68. 


7 


Application of Fuel Clause to Small Domestic 
Electric Users Disallowed 


Byes are to extend a fuel clause to 


apply to all domestic electric users 


over the initial $1 step was disapproved 
by the Massachusetts Department of 
Public Utilities. It was ruled that even 
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if figures as to net income were right, 
if the company’s earnings were further 
diminished by an amount representing 
the loss through absence of the fuel 
clause on the domestic electric rate, it 
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would still realize net earnings on its 
combined operations of better than 88 
- cent on capital stock plus premium. 

rnings would be available for inter- 
est and dividends of nearly 7 per cent 
on depreciated plant account. 

The outstanding feature of the com- 
pany’s evidence was the introduction of 
accurate cost analysis figures. The com- 
petitive aspects of the gas business were 
forcibly brought out. While it was con- 
ceded that it is unnecessary, and in many 
cases undesirable, that a rate schedule be 
designed slavishly to follow costs, since 
many other factors must be considered, 
it was equally apparent that the respec- 
tive class rates must be such that each 
class will pay its own costs. Consequent- 
ly, it was ruled, where the facts show 


that gas service is being supplied at the 
expense of electric users, it is necessary 
to revamp the rate structure to minimize 
this anomaly. The department said: 


Generally speaking, a very high percentage 
of the customers of any combination com- 

my are users of both gas and electricity. 

here, however, as is the case with the Lynn 
Company, both types of service are not sup- 
plied in all portions of the company’s terri- 
tory, it is doubly apparent that it is the com- 
pany’s responsibility to fix rates on both types 
of service so that neither will be a burden 
on the other. 


It was further held that electric cus- 
tomers using less than thirty kilowatt 
hours per month should pay a reasonable 
charge for the availability of such serv- 
ice. Re Lynn Gas & Electric Co. (DPU 
7642). 


e 


Good Service Required to Avoid Competition 


HE North Carolina commission 

gave notice to a telephone company 
that unless within ninety days a definite 
statement should be filed giving assurance 
that the company would supplant the 
present magneto system with a modern 
type, without undue delay, the commis- 
sion would consider an applicant who 
desires to install such service. 

The commission understood that sub- 
scribers not only desired a modern plant 
and service, but that there were those in 
the community who stood ready to install 
such a system if the present owners 
would not do so, The commission said: 


The law is plain that where a utility is 


not giving the type of service desired by its 
customers and gives no assurance that it 
will supply the type of service desired, it 
becomes the duty of this commission to 
grant a certificate of convenience and ne- 
cessity to an agency which upon application 
will agree to supply the desired service. 
The matter was before thé commission 
on an application for an increase in rates. 
Opponents frankly stated that their chief 
concern was not the question of rates but 
the matter of service. The commission 
was opposed to any appreciable increases 
in rates but concluded that certain incon- 
sistencies should be adjusted. Re Polk 
County Telephone Co. (Docket No. 
3923). 


e 


Not Only Revenue Need But Reasonableness of 
Rates Must Be Shown 


HE New York commission author- 

ized a temporary increase in gas 
rates upon a showing that there had been 
an increase in wages and prices of ma- 
terial but criticized the company for fail- 
ing to show that the proposed distribu- 
tion of increased costs among service 
classifications and rate blocks in each one 
was just and reasonable. 
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The public service commission said: 


The question before the commission in all 
of these cases is not alone whether the com- 
pany is entitled to increased revenues but 
whether the new schedules which they pro- 
pose are just and reasonable. The burden of 
proof established by law is not limited to the 
proof that increased revenues are needed but 
that the rates to be paid by the public are in 
themselves just and reasonable. In practical- 
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y every case, the company has. completely 
ailed to meet the statutory requirements and, 
—— speaking, they have made no ef- 
ort to go beyond the need for more reve- 
nues, Consequently, the commission has no 
alternative but to provide for temporary 
rates which will produce increased revenues 
and give the companies further opportunity 
of meeting the statutory burden of proof and 


through our own staff make an analysis of 
the company costs to determine to what ex- 
tent the alleged increases prove to be needed 
by actual experience and how the increased 
revenues should be raised. 


Re Brooklyn Borough Gas Co. (Case 
12994). 


e 


Police Request Supports Phone Discontinuance 
For Gambling 


Deron vega of telephone serv- 

ice, at the request of the chief of 
police of Trenton, New Jersey, was up- 
held by the New Jersey Board of Public 
Utility Commissioners. The request 
stated that there was reasonable cause to 
believe that the service was being used 
for bookmaking. 

Police testified as to the gambling repu- 
tation of the subscriber and visits by in- 
dividuals reputed to be gamblers. They 
did not, however, observe these persons 
engaged in any illegal activities on the 
premises. Witnesses had overheard tele- 
phone conversations in which the names 
of horses were mentioned and prices 
given, indicating an interest in bets and 


horses. The police did not find any evi- 
dence of bookmaking on the premises, 
such as slips, racing forms, or other para- 
phernalia. 

The board concluded that the company 
was justified in discontinuing service un- 
der its rule that facilities and services 
might be terminated upon objection to 
their continuance made by or on behalf 
of any governmental authority. 

But, since the police were unable to 
obtain sufficient evidence to make an ar- 
rest for bookmaking or to justify affirma- 
tive action, the board concluded that fur- 
ther deprivation of service was not war- 
ranted. Clethero v. New Jersey Bell Tele- 
phone Co. (Docket No. 3294). 


& 
Rates Not Tested by Return on Fair Value 


MUNICIPALITY'S complaint against 
existing telephone rates was sus- 
tained by the Wisconsin commission, 
which ruled that the rates were excessive 
and prescribed a new schedule. The com- 
mission discussed the development of the 
“fair-return-on-fair-value” formula and 
said that this method had been renounced 
by the United States Supreme Court. 
Rate making was described as price 
fixing through the exercise of the police 
power of government. Theories as to re- 
lationship of profit to value in rate de- 
termination were dismissed with this 
ruling: 

Consequently, as we view it, the relation- 
ship between the net profits which any rate 
schedule will afford and whatever might 
properly be substituted for fair value as the 
proper equivalent of a rate base (whether 
or not expressed percentagewise as a “rate 


of return”) no longer constitutes a valid 
test as to either the legal validity or the rea- 
sonableness of the rates specified in that 
schedule. We do not mean that such a rela- 
tionship is without importance or value in 
determining or viewing the reasonableness 
of utility rates. But it does not constitute the 
sole criterion as to either the legality or the 
reasonableness of such rates, and is merely 
one among several other facts which are 
properly considered by regulatory authority 
in arriving at rates that are, on the whole 
and in view of all relevant facts as shown, 
reasonable. 


The commission, however, made it 
clear that it did not believe that fair util- 
ity rates could be arrived at by guesswork 
or the mere application of an intuitive 
sense of justice. The commission enu- 
merated the following considerations as 
affecting its determination: 


(1) An estimate of the reasonable future 
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cost incurred in the furnishing of such serv- 
ice as the public may reasonably be expected 
to demand from the utility here involved. 

(2) The value of any class of that utility’s 
service, where that value constitutes the 
limitation upon and practical equivalent of 
the rates charged therefor. 

(3) A reasonable profit which it is proper 
for the utility to enjoy under all relevant 
facts and circumstances. 


Sound regulation of utility rates, the 
commission opined, should include a rec- 
ognition of the fact that a reasonable 


share of savings resulting from economic 
and efficient operation should inure to 
the utility as an incentive. 

The fact that, subsequent to the filing 
of the city complaint, an investigation 
was begun of rates in force throughout 
the entire system was not considered an 
adequate reason for delaying a city-wide 
rate reduction until the system-wide mat- 
ter was determined. City of Two Rivers 
v. Commonwealth Teleth. Co. (2-U- 
2009). 


e 


Experimental Air Transport Operation Disapproved 


A air carrier’s application for an 

amendment to a certificate of con- 
venience and necessity which would per- 
mit the carriage of persons in addition to 
property and mail was denied by the Civil 
Aeronautics Board, even though the pro- 
posed service would provide substantial 
time saving to potential travelers. 

The board considered the operation 
from both economical and_ technical 
standpoints and scored the experimental 
nature of the proposed operation with 
this statement: 


The board in the past has authorized air 
transportation services which were experi- 
mental in their economic aspects, but has con- 
sistently taken the position that it would be 
contrary to the public interest to authorize 
experimental services where passenger safe- 
ty was directly involved. The type of opera- 
tion contemplated by the present applicant 
requires frequent descents to low altitudes 
for property and mail pickups which would 
expose passengers to hazards which do not 
attend the operation of conventional aircraft. 


Re All American Aviation, Inc. (Docket 
No. 2366). 


e 


Intercompany Claims Settled 


HE Securities and Exchange Com- 

mission approved the second part of 
a simplification plan filed by the North 
American Company, subject to certain 
conditions. This portion of the plan pro- 
vides for dissolution of North American 
Light & Power Company, an inter- 
mediate holding company, and for termi- 
nation of claims between the two com- 
panies. 

Although the settlement of the claims 
had not been negotiated at arm’s length, 
the commission felt that it could pass on 
the fairness of the plan. A provision 
terminating the claims asserted by public 
stockholders of the subholding company 
against the parent corporation by cash 
payment by an amount exceeding the 
pari-passu break-up value of their shares 
was disapproved, but the plan was ap- 
proved on condition that it be amended 
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in Simplification Proceeding 


to provide for alternative distribution of 
portfolio stock of the subholding com- 
pany. 

In considering the value of the inter- 
mediate holding company’s assets, the 
commission observed that fair market 
value of the securities is not the primary 
criterion. This was believed to be par- 
ticularly true here. There was no re- 
quirement that the company’s assets be 
converted into cash. The public stock- 
holders could be given portfolio securi- 
ties in satisfatcion of their claims and 
thus avoid necessary financing costs. 

North American set up certain de- 
fenses against its subsidiaries. It con- 
tended that the claims were barred by 
delay, that the commission had no juris- 
diction to entertain the claims, and that 
it did not control the subsidiary when 
the act complained of took place, Con- 
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cerning these defenses, the commission 
said 


Thus, when we come to consider the con- 
flicting contentions regarding intercompany 
claims such as are here involved, we do not 
approach them as though they were in issue 
in a suit for damages; we weigh them as in- 
tegral elements of the “bundles of rights” of 
the respective claimants in order to deter- 
mine whether the plan achieves a fair and 
equitable distribution. What we are basical- 
ly concerned with here is the participation 
to be accorded each group of security hold- 
ers in the enterprise, and the claims and de- 
fenses asserted are significant in measuring 
the extent, if any, to which such participa- 
tion should depart from the norm of pari- 
passu treatment. So the fact that certain 
stockholders may not have acquired their 
securities prior to the time of the acts they 
complain of will not ipso facto preclude our 


e 


examination of such acts. In a proceeding 
such as this we do not believe that the stand- 
ing or lack of standing of the claimants to 
raise a particular contention under strict 
rules of law applicable to derivative suits, 
or the imposition of technical defenses which 
might bar a stockholder’s derivative action, 
should be permitted to foreclose considera- 
tion of the substantive merits of the con- 
tentions. In fact, we think that, even apart 
from any such contentions on the part of 
particular security holders, we have an af- 
firmative obligation to look at all factors in 
the company’s history which might tend to 
shed light on the fair and equitable treat- 
ment of claims to participation asserted in a 
reorganization under § 11(e). 


Re North American Co. et al. (File Nos. 


59-10, 54-82, 59-39, 54-50, Release No. 


7514). 


Authorization of Cab Competition Sustained 


HE Pennsylvania Superior Court 

dismissed a motor carrier’s appeal 
from a commission decision authorizing 
a competing taxicab operation. The com- 
mission, held the court, has the authority 
to determine whether existing transporta- 
tion facilities are adequate, can be mad2 
adequate under its direction, or whether 
the public interest requires a competing 
service. 


The court overruled a contention that 
it was improper for the commission to 
authorize competition after it had ordered 
improvement in existing service with 


which order the carrier had attempted 


in every way to comply. The order to im- 
prove service, the court ruled, did not 
guarantee a continuance of the monopoly. 
Yellow Cab Co. of Pittsburgh v. Penn- 
sylvania Pub. Utility Commission. 


7 


Reciprocity Considered in Award of Foreign Carrier Permit 


eo Civil Aeronautics Board, in ap- 
proving a foreign air carrier’s re- 
quest for authority to operate between 
United States and the Netherlands, took 
cognizance of the fact that the carrier’s 
service was the only available service 
between the United States and the 
Netherlands over the proposed route 
other than American flag service. The 
board found that the United States pub- 
lic was making substantial use of the 


service and that the carrier was fit, will- 
ing, and able to carry out the service. 

The board’s approval was based also 
on the reciprocal air transportation in- 
terest existing between the United States 
and the Netherlands in view of the lat- 
ter nation’s grant to American carriers of 
permission to engage in service between 
United States and the Netherlands and 
points beyond. Re K.L.M. Royal Dutch 
Airlines (Docket No. 2984). 


e 
Firm Gas Contract Changed 


SUPPLEMENTAL agreement filed by 
the Panhandle Eastern Pipe Line 
Company providing for a variable de- 


crease in the volume of gas which the 
company must deliver to Ohio Fuel Gas 
Company, although providing for a 
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change in firm service without a corre- 
sponding change in charges, was per- 
mitted by the Federal Power Commis- 
sion to ome effective. There was a 
acre. emergency supply situation on 

anhandle’s system, which required an 


immediate determination of gas require- 
ments of its customers, and the change 
was put in effect for a temporary period. 
Re Panhandle Eastern Pipe ‘Line Co. 
(Opinion No. 152, Docket Nos. G-807, 
G-620). 


7 


Other Important Rulings 


EB Montana commission held that 
a railroad rate reduced for competi- 
tive reasons does not constitute a proper 
basis of comparison to determine a maxi- 
mum reasonable rate. It further held that 
where a rate on a finished product has 
been reduced by competition, the rate on 
the raw product may exceed the usual 
percentage of the rate on the finished 
product, Unity Petroleum Corp. v. Great 
Northern R. Co. (Docket No, 3522, Or- 
der No. 1925). 


The Pennsylvania commission modi- 
fied its order that a heating utility oper- 
ate for an additional heating season be- 
fore abandoning operation and permitted 
immediate discontinuance of service 
where operations would be at a serious 
financial loss. Re Wynne field Steam Heat 
Co. (Application Docket No. 67614). 


The application of an air carrier for 
authority to suspend service to a city 
whose landing facilities were inadequate 
for a new type transport put in use by 
the carrier was approved by the Civil 
Aeronautics Board where it appeared 
that the hardship to the community los- 
ing service would be counterbalanced by 
the advantages that other communities 
would receive as a result of the improved 
service made available to them through 
the use of the new transport. Re National 
Airlines. 


The Civil Aeronautics Board, in ap- 
proving an application for a foreign air 
carrier permit, considered mutual trade 
interests between the United States and 
the foreign country involved and the ob- 


ligations of reciprocity owed the foreign 
country by our government. Re Peruvian 
International Airways (Docket No. 
2334). 


The Pennsylvania Superior Court, in 
dismissing a church’s appeal from a com- 
mission order approving the widening of 
a grade crossing in the vicinity of a paro- 
chial school, ruled that this was an ad- 
ministrative matter on which the com- 
mission ruling would not be disturbed 
unless it appeared arbitrary, capricious, 
or violative of constitutional rights. St. 
Peter's Roman Catholic Congregation v. 
Pennsylvania Pub. Utility Commission. 


The Pennsylvania commission would 
not permit purchasers of railroad prop- 
erty to intervene in a proceeding brought 
by the trustees of the railroad to obtain 
authority to abolish grade crossings, not- 
withstanding the fact that one of the 
terms of sale required the purchasers to 
carry out any commission order in rela- 
tion to grade-crossing elimination. Re 
Buchanan et al. (Application Docket 
Nos. 69550, 69551). 


The Civil Aeronautics Board in con- 
sidering several applications for author- 
ity to establish local air routes conceded 
that in such matters the advice and as- 
sistance of the communities involved 
should be given much weight. The board, 
however, stressed the interstate charac- 
ter of air transportation and concluded 
that the establishment of local routes 
should be done on an interstate basis. Re 
North Central Case (Docket No. 415 
et al.). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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MISSISSIPPI RIVER FUEL CORP. v. FEDERAL POWER COM. 


UNITED STATES COURT OF APPEALS FOR THE DISTRICT 
OF COLUMBIA 


Mississippi River Fuel Corporation 


Vv 


Federal Power Commission et al. 


No. 9181 
— US App DC —, — F2d — 
May 28, 1947; rehearing denied July 28, 1947 


EVIEW of order of Federal Power Commission fixing rates for 
natural gas pipe-line company; reversed in part and remand- 

ed. Petition for rehearing denied July 28, 1947. For Com- 
mission decision, see (1945) 4 FPC 340, 63 PUR NS 89. 


Rates, § 645 — Scope of proceeding — Return question. 
1. An order of investigation reciting that a rate inquiry will concern rates 


and charges is sufficient notice that the rate of return will be considered, 
p. 133. 


Appeal and review, § 28.4 — Rate order of Federal Power Commission — Scope 
of review. 

2. The court is restricted, in its review of a Commission rate of return al- 

lowance, to a test of the end result of the order and the adequacy of the 

findings and the sufficiency of the evidence supporting the findings, p. 133. 


Return, § 101 — Natural gas pipe-line company. 
3. A rate of return for a natural gas pipe-line company of 6 per cent, 
instead of 64 per cent allowed in prior cases, was held not to be beyond 
the limits of Commission power, either as unreasonable, insufficient, or un- 
supported by substantial evidence, where there was evidence that the price 
of long-term money had declined, p. 133. 


Expenses, § 9 — Necessity of allowance — Rate case. 
4. Expenses (using the term in its broad sense to include not only operat- 
ing expenses but depreciation and taxes) are facts which must be ascer- 
tained, not created, by regulatory authorities, and if properly incurred, they 
must be allowed as part of the composition of rates, p. 134. 


Apportionment, § 21 — Commodity cost. 


5. The proportion of commodity cost which must be borne by any customer 
or class of customers is that which the customer’s use of gas is of the total 
use of gas during the period for which the costs have been determined ; the 
commodity cost chargeable to a customer bears the same ratio to the total 
commodity cost for the period as the amount of gas consumed by him bears 
to the total quantity of gas sold by the utility to the a~gregate of all of its 
customers during that same period, p. 135. 
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Apportionment, § 10 — Demand cost. 
6. The end result of apportionment of demand cost among customers must 
be such that each user will shoulder his share of the cost of providing and 
maintaining plant capacity; each customer should pay for the capacity 
necessitated by his service demands, p. 136. 


Apportionment, § 2 — Powers of Commission — Selection of formula. 
7. The Federal Power Commission in the apportionment of demand costs 
among customers of a natural gas company, has wide power in the selection 
of formulae for the ascertainment of costs, p. 136. 


Appeal and review, § 28.1 — Cost allocation by Commission — Scope of review. 
8. Discretion which must be exercised in the allocation of costs under the 
Natural Gas Act is that of the Federal Power Commission, since Congress 
has confided that function to it, but Congress has forbidden arbitrary action 
and has imposed upon the courts a duty of review in that respect, p. 136. 


Appeal and review, § 28.1 — Allocation of costs — Necessary findings by Com- 
mission. 
9. Arbitrary action of the Federal Power Commission in allocating costs 
means action not based on facts or reason, and the duty of review imposed 
upon the courts requires that the facts be found and the reasons stated, 
since otherwise the courts cannot determine whether a given action is or is 
not arbitrary, p. 136. 


Apportionment, § 31 — Gas demand costs — Use of system peak day. 
10. Consideration of the system peak day by the Commission in computing 
the percentage of demand costs applicable to regulable sales of natural gas 
was not reversible error where the ultimate percentage was otherwise indi- 
cated as reasonable by the average day of the peak period, although the use 
of peak responsibility for allocation of demand costs may be subject to 
criticism, p. 137. 


Apportionment, § 31 — Allocation of demand costs — Firm and interruptibie 
customers. 

11. Averaging of gas delivered to firm industrial customers and to resale 
customers over a peak period without averaging the total deliveries was not 
reversible error, beyond the limits of reasonableness, where there was a dif 
ference of opinion as to allocation methods involving firm customers and 
interruptible customers, even though other computations might also be prope 
or even better, p. 137. 


Apportionment, § 10 — Demand costs — Interruptible customers. 

12. Allocation of demand costs to interruptible customers of a natural ga 
company is proper when a company has actually installed some capacit 
to care for interruptible customers; such customers ought in fairness td 
bear some capacity costs, p. 137. 

Apportionment, § 4 — Use of formula — Departure from established concepts. 
13. The Commission, in allocating costs of a natural gas company betwee 
demand and commodity, is not bound to the established demand-commodity 

- formula, but if it chooses to depart from the established definitions of the 
factors which comprise the formula, it cannot say that its allocation i 
proper merely because the named formula is proper; when the Commissior 
purports to act upon the exercise of informed judgment, apart from estab 
lished criteria, it must make clear and complete the findings and the reaso 
which lead to its conclusion, p. 141. 
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Apportionment, § 10 — Allocation of costs — Definition of “demand cosi.” 

14. Definition of “demand cost” of a natural gas pipe-line company as costs 
which vary with the demands made on the pipe-line capacity is a clear 
departure from recognized definition and is ambiguous; demand made is 
for gas to be delivered, and the demand which fixes the minimum to plant 
capacity is the right to demand, adjusted by a diversity factor; this is the 
meaning of “demand” in the recognized demand-commodity formula, and 
it does not vary with demand actually made, p. 142. 


Apportionment, § 4 — Allocation of costs — Arbitrary classification. 
15. The Commission, in allocating gas pipe-line company costs between 
demand and commodity, cannot be arbitrary in classifying costs, since the 
classification of items of cost is the direct control over the amount included 
in the costs of regulated sales, p. 143. 


Evidence, § 18 — Support for Commission findings. 
16. An important item of fact cannot be sustained by wholly unsatisfactory 
generalities, or by a twisted application of one bit of evidence not directed 
to the point, in the midst of a contrary concurrence of testimony by those 
who testified directly upon the subject, p. 146. 


Apportionment, § 9 — Allocation of depreciation charge. 
17. The annual depreciation charge on a straight-line basis, fixed by the 
cost of depreciable property (less salvage) and its service life in years, 
does not vary with the quantity of gas sold or transmitted, and since it is 
not only related to costs of capacity but in sum total is the cost of capacity, 
it would seem to be the purest of demand charges, p. 147. 


Depreciation, § 6 — Right to correct allowance. 
18. Depreciation is an important item of cost, and an allowance of a correct 
amount is a right of a company involved in a rate proceeding, p. 147. 


Apportionment, § 15 — Supervision and engineering costs. 
19. Supervision and engineering cost of a natural gas pipe-line company, 
if incurred for the purpose of supervising expenditures, may be allocated 
between demand and commodity costs, but if the cost is a fixed cost related 
only to the plant itself, it would not seem to have commodity characteristics, 
p. 148 

Apportionment, § 15 — General and administrative costs. 
20. Allocation of general and administrative costs between regulated and 
nonregulated business of a natural gas pipe-line company upon the basis 
of supervised expenditures, exclusive of gas purchased, is a reasonable 
principle and within the discretion of the Commission, p. 148. 


Apportionment, § 31 — Demand and commodity costs — Return. 
21. Allocation of return, half to demand and half to commodity, in the case 
of a natural gas pipe-line company, is an established treatment of this item; 
return earned is a function of the volume of sales as well as of demand, 
p. 149. 


BAppeal and review, § 62 — Grounds for reversal — Defective findings — Cost 
allocation. 

22. An order of the Federal Power Commission as to allocation of costs as 

a basis for fixing natural gas pipe-line rates should be reversed and re- 

manded with instructions that the Commission make clear its formula or 

method used in ascertaining costs of regulable sales and that it make find- 
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ings of fact based upon substantial evidence in the record upon which it 
makes its allocation of items, when the Commission, after announcing the 
applicability of a formula, has distorted its application by failure to find 
accurately the factors required by the formula or by departing from the 
essential progress of the formula from premise to conclusion, p. 149. 

Appeal and review, § 28.4 — Scope of review — Commission rate order — Basis 

for rates. 

23. The court, in reviewing a rate order of the Federal Power Commis- 
sion, is not required to examine the rates per se, as an abstraction, or as a 
naked economic fact, divorced from the elements of which it is composed 
and regardless of its effects, p. 151. 
§ 143 — Reasonableness — Cost basis. 
24. The character of a rate (whether fair, reasonable, and nonconfiscatory) 
is not an abstract economic concept of the proper price to be paid by con- 
sumers for a commodity or service, but the character of the rate is deter- 
mined by its relationship to a number of components, the principal com- 
ponents being expenses of operation, allowance for depreciation or deple- 
tion, and a proper return to the company, p. 151. 

Return, § 52 — Reasonableness — Confiscation. 
25. A rate yielding no more than the sum of operating expenses, allow- 
ance for depreciation or depletion,.and a proper return is fair and reasona- 
ble, and if it yields that sum, it is nonconfiscatory, p. 151. 

Appeal and review, § 28.4 — Allocation of costs — Review of rate order. 
26. A reviewing court has power to inquire into a challenged refusal to 
include certain expenses in the computation of a prescribed rate, and when 
the court examines allocations of costs it is examining the end result of 
the prescribed rates, because one phase of the end result is that the rate 
must yield enough revenue to meet all proper expenses, p. 152. 

Return, § 52 — Confiscation — Inadequacy of rates. 


27. A rate order which does not provide for proper allowable expenses, 
taxes, depreciation, and return is unfair, unreasonable, and confiscatory, 


p. 153. 

Appeal and review, § 15 — Functions of court and Commission. 
28. A court reviewing a Commission must prevent the Commission from 
being arbitrary, although the court, unlike the Commission, may not be an 
expert body, p. 153. 
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PRETTYMAN, J.: This is a rate case 
and is before us on a petition to review 
and set aside an order of the Federal 
Power Commission, 4 FPC 340, 63 
PUR NS 89." Petitioner is a natural 
gas pipe-line company. 

[1-3] Petitioner’s first point relates 
to the 6 per cent rate of return found 
by the Commission to be reasonable. 
It claims that this finding does not ac- 
cord with the precepts of fair play, be- 
cause, it says, the whole hearing pro- 
cedure was upon an assumed 6} per 
cent rate of return, and a 6 per cent 
rate was first mentioned in the prin- 
cipal brief of Commission counsel be- 
fore the Commission. It further says 
that in eleven prior natural gas cases 
since the Natural Gas Act was passed, 
6} per cent was allowed, and that the 
general financial picture as to utilities 
has not changed since those cases. It 
further says that the finding as to the 
rate of return is not based upon sub- 
stantial evidence and that the Commis- 
sion did not consider the evidence of 
petitioner on the point. 

The order of investigation which 
inaugurated the proceeding, and like- 
wise the order setting the hearing, re- 
cited that the inquiry would concern 
petitioner’s rates and charges. This 
was sufficient notice that the rate of 
return would be considered. At the 
hearing, both the Commission staff 
and the company introduced evidence 
upon the matter. That produced by 
the Commission staff included volu- 
minous economic and statistical data. 
That evidence showed that the price 
of long-term money generally, and 
similarly such costs to utilities, includ- 
ing natural gas companies, had de- 


clined in the period preceding the test 
year 1943 used in the case at bar. The 
earnings-price ratios of common stocks 
of natural gas companies held by the 
public were, so far as this evidence 
showed, in some cases up and in some 
cases down between 1937 and 1943, 
and no general pattern in that respect 
is discernible. Those ratios varied in 
1943 from 7.29 per cent to 29.71 per 
cent, and the trend between 1937 and 
1943 varied, among companies, from 
a decline of four points to an increase 
of eighteen points. 

We have examined the eleven cases 
to which petitioner refers. Four of 
them were consent orders. Two com- 
panies had common stock only. One 
had $8,000,000 of 54 per cent deben- 
tures outstanding against a rate base 
of $48,000,000, the balance being rep- 
resented by common stock. Another 
had about half its rate. base represent- 
ed by long-term debt of which the cost 
was 2.88 per cent, and a little less than 
a fourth represented by preferred 
stock at 5.86 per cent. In another, 
the Commission based its 6} per cent 
allowance upon a theoretical capitali- 
zation of 40 per cent bonds at 34 per 
cent, 20 per cent preferred stock at 53 
per cent, and 40 per cent common stock 
at 8 per cent. All of those cases were 
decided in 1943 or earlier and rested 
upon data antedating that year. The 
great differences between the financial 
circumstances in those cases and in 
this create a wide difference between 
the over-all rate of return allowable in 
so far as the court is concerned. 

Under the rule laid down by the 
Supreme Court in the Hope Natural 
Gas Company Case,* the court is re- 





1Section 19(b) of the Natural Gas Act, 52 
Stat 933, 15 USCA § 717r(b). 
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2 Federal Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591, 88 L ed 333, 51 
PUR NS 193, 64 S Ct 281. 
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stricted in its review of a Commission 
rate of return allowance to a test of 
the end result of the order and, of 
course, the adequacy of the findings 
and the sufficiency of the evidence sup- 
portings the findings. About half of 
the capital of this petitioner is repre- 
sented by 2} per cent long-term notes 
and the other half by equity capital. 
From the standpoint of the cost-of- 
capital rule, the 6 per cent rate of re- 
turn allowed would meet the obliga- 
tion of the 24 per cent notes and allow 
about 94 per cent on the common stock 
and surplus. The record does not fur- 
nish any other statistical test of the 
end result of the allowance on the eq- 
uity capital. The average yield of 


electric utilities on common stock for 
1943 was found to be 7.3 per cent, and 
the evidence shows that natural gas 
companies are regarded by the public 


as less desirable and therefore require 
higher yields. But petitioner does not 
point to any evidence of the extent of 
the margin between the two industries 
in common stock yield requirements. 
Petitioner asserts certain risks in its 
business but gives us no statistical 
measure of those risks by which to 
test the conclusion of the Commis- 
sion. 

Upon this evidence we cannot say 
that the rate of return allowed by the 
Commission was beyond the limit of 
its power, either as unreasonable, in- 


sufficient, or unsupported by substan- 
tial evidence. 

Petitioner’s next point relates to the 
determination of certain costs of the 
company’s regulable* business. Its 
business consists in part of the sale of 
natural gas to public utilities for re- 
sale, and in part of sales to industrial 
consumers. The former part is sub- 
ject to regulation by the Federal Pow- 
er Commission; the latter is not.* In 
order to determine fair and reasonable 
rates for those sales which are under 
its jurisdiction, the Commission must, 
of course, determine the costs involved 
in those sales. This necessitates an al- 
location of costs as between those sales 
which are subject to this regulation 
and those which are not. 

[4] The regulated sales in this case, 
being the sales to utility companies for 
resale, are easily identified. The prob- 
lem is to ascertain the costs incurred 
prerequisite to such sales, and so to 
be borne by those customers. This is 
a question of fact. Expenses (using 
that term in its broad sense to include 
not only operating expenses but depre- 
ciation and taxes) are facts. They are 
to be ascertained, not created, by the 
regulatory authorities. If properly in- 
curred, they must be allowed as part 
of the composition of the rates. Other- 
wise, the so-called allowance of a re- 
turn upon the investment, being an 
amount over and above expenses, 





8 We use the terms “regulable” and “regulat- 
ed” to refer to regulation by the Federal Pow- 
er Commission. The other rates are, of course, 
subject to local or state regulation. 

# Section 1 of the act: 

“(a) it is hereby declared that the 
business of transporting and selling natural gas 
for ultimate distribution to the public is affect- 
ed with a public interest, and that Federal 
regulation in matters relating to the transpor- 
tation of natural gas and the sale thereof in 
interstate and foreign commerce is necessary 
in the public interest. 
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“(b) The provisions of this act shall apply 
to the transportation of natural gas in inter- 
state commerce, to the sale in interstate com- 
merce of natural gas for resale for ultimate 
public consumption for domestic, commercial, 
industrial, or any other use, and to natural-gas 
companies engaged in such transportation or 
sale, but shall not apply to any other transpor- 
tation or sale of natural gas or to the local 
distribution of natural gas or to the facilities 
used for such distribution or to the production 
or gathering of natural gas.” 52 Stat 821, 15 
USCA §7 719. 
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would be a farce. Costs incurred for 
specific sales are easily assigned to 
them. But since many supplies are 
purchased, salaries and wages paid, 
expenses incurred, and facilities used 
to serve all customers, it is necessary 
to apportion such costs in order to as- 
certain the costs applicable to certain 
customers. A number of methods are 
available. One is the demand-com- 
modity method. 

There is nothing new or novel about 
the demand-commodity formula. It 
has long been used, by both utilities 
and regulatory authorities, in the com- 
position of rate structures." Custom- 
ers desire different types of service. If 
the costs necessitated by the several 
services differ, different rates are jus- 
tified, if not required. Functional an- 
alyses of costs are therefore made. The 
cost of each class of service is consid- 
ered to be the composite of the costs 
of its functional elements. The basis 
of the demand-commodity formula is 
the difference between costs which oc- 
cur by reason of required plant and 
equipment capacity and costs which 
occur directly in the handling of the 
gas. The company must have the ca- 
pacity to supply certain demands when 
made. That capacity must be avail- 
able whether or not it is being used at 
any particular moment. Thus, such 
costs do not vary from time to time but, 
generally speaking, continue constant, 
or substantially so. They are demand, 


or capacity, or fixed costs. Other costs 
are incurred only when, as and if gas 
is being made, transported or sold. 
They relate to the commodity itself. 
They are commodity, or volumetric, or 
variable costs. They obviously vary 
with the sales. 

There are three steps in the employ- 
ment of the demand-commodity meth- 
od of finding the costs necessitated by 
the type of service afforded individual 
users. The first step is the ascertain- 
ing of the individual dollar amounts 
of the various items of cost, i. e., de- 
preciation, taxes, cost of gas, engineer- 
ing, etc. This is rarely controversial, 
since it is a routine accounting opera- 
tion. Second, it must be determined 
for each item of cost whether by its 
nature it is a demand cost or a com- 
modity cost, or, if not classifiable 


wholly in either of these categories, 
the proportions thereof to be assigned 


as demand and as commodity. The 
third step is the apportionment of total 
demand cost and of total commodity 
cost to each customer or class of cus- 
tomers—in the instant case, to cus- 
tomers comprising petitioner’s regu- 
lable business and to those constitut- 
ing the non-regulable business. 

[5] The apportionment of commod- 
ity cost among the customers is rela- 
tively simple; the proportion of this 
cost which must be borne by any cus- 
tomer or class of customers is that 
which the customer’s use of gas is of 





5 Colorado Interstate Gas Co. v. Federal 
Power Commission (1945) 324 US 581, 586— 
595, 89 L ed 1206, 58 PUR NS 65, 65 S Ct 829; 
Cities Service Gas Co. v. Federal Power Com- 
mission (1946) 63 PUR NS 276, 155 F2d 694, 
698, 704, cert. denied, 15 USL Week 3188 
(Nov. 12, 1946) ; Arkansas Louisiana Gas Co. 
v. Texarkana (1938) 24 PUR NS 267, 96 F2d 
179, 185, “) denied (1938) 305 US 606, 83 
L ed 385, S Ct 66; Re White Mountain 
Power Co. TNE 1937) 18 PUR NS 321, 331; 


135 


Marinette v. City Water Co. of Marinette 
(Wis) PUR1926B 362, 373; Re Wisconsin 
Traction, Light, Heat & P. Co. (Wis) PUR 
1919B, 224, 238; Thayer v. Beaver Valley Wa- 
ter Co. (Pa) PURI9I6E 962, 1003; Nash, 
Public Utility Rate Structures (1933) 223-238 : 
Barnes, Economics of Public Utility Regula- 
tion (1942) 320-332; Thompson and Smith, 
Public Utility Economics (1941) 383-392; 
Nash, Economics of Public Utilities (1931) 
259-266, 457-458. 
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the total use of gas during the period 
for which the costs have been deter- 
mined. The commodity cost charge- 
able to a customer bears the same ratio 
to the total commodity cost for the pe- 
riod as the amount of gas consumed 
by him bears to the total quantity of 
gas sold by the utility to the aggre- 
gate of all of its customers during that 
same period. 

[6-9] Apportionment of demand 
cost among customers is a more elu- 
sive problem. The end result must be 
such that each user will shoulder his 
share of the cost of providing and 
maintaining plant capacity. Each 
customer should pay for the capacity 
necessitated by his service demands. 
Various methods of apportionment 
are available, and these vary consid- 
erably in complexity and in the merits 
of results achieved. One which is not 
prohibitively complicated and which 
yields equitable results in many. situa- 
tions has been approved by the Su- 
preme Court in the Colorado Inter- 
state Case. The initial step in its em- 
ployment is the ascertainment of that 
day within the test period on which 
the gas used over the entire system 
was at its maximum or peak. Then 
the total demand costs are assigned to 
individual users accordingly as the to- 
tal gas sold on the peak day was taken 
by each. Or, stated differently, the 
demand cost assignable to each thou- 
sand cubic feet of gas sold on the peak 
day may be found by dividing demand 
cost by gas sold ; then the demand cost 
to be borne by any customer or class 


of customers will be the product of 
thousand cubic feet of gas used by him, 
or them, on the peak day and the de- 
mand cost carried by each thousand 
cubic feet. 

The Commission has wide power in 
the selection of formulae for the as- 
certainment of costs. As the Supreme 
Court has twice remarked, “it is much 
easier to reject formulas presented as 
being misleading than to find one ap- 
parently adequate,”’ and the commod- 
ity-demand formula has been approved 
by that court.* It is not the function 
of the courts to select formulae in 
these matters. 

It is also true, and the Supreme 
Court has held,® that judgment and 
discretion must control in the alloca- 
tion of costs, because the matter is not 
an exact science. The discretion which 
must be exercised is that of the Com- 
mission. Congress has confided that 
function to it. At the same time, Con- 
gress has forbidden arbitrary action 
and has imposed upon the courts a 
duty of review in that respect. Ar- 
bitrary action, if it means anything, 
means action not based on facts or rea- 
son. The discretion and judgment 
confided in the Commission must be 
exercised upon facts and for reason. 
The duty of review imposed upon the 
courts requires that the facts be found 
and the reasons stated. Otherwise, 
the courts cannot determine whether 
a given action is or is not arbitrary. 

The congressional provisions ex- 
tend to complicated, difficult matters 
as well as to simple questions. The 





6 Colorado Interstate Co. v. Federal Power 
Commission, supra, note 5. 

7 Groesbeck v. Duluth, S. S. & A. R. Co. 250 
US 607, 614, 615, 63 L ed 1167, 1172, PUR 
1920A 177, 184, 40 S Ct 38, quoted with ap- 
proval in Colorado Interstate Co. v. Federal 
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Power Commission, supra notes 5, 6, at p. 5%, 
of 324 US. 

8 Colorado Interstate Co. v. Federal Power 
Poe es supra notes 5, 6, at pp. 586-595, of 


4 \ 
®Id. at p. 589. 
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courts cannot evade their responsibil- 
ity merely because the subject matter 
is obscure. And neither can they be 
required to probe the minds of the 
agency for unfound facts or unex- 
pressed reasons. The codrdination of 
the two functions of administrative 
discretion and judicial review requires 
that the facts upon which the discre- 
tion is exercised, and the reasons, be 
dearly and completely stated. When 
the matter is complicated, the neces- 
sity is greater. 

[10-12] Petitioner’s first point in 
regard to allocation concerns the Com- 
mission’s computation of the percent- 
age of demand costs applicable to reg- 
ulable sales. It has been noted above 
that petitioner’s business consisted of 
direct sales to industrial customers and 
of sales to other utilities for resale to 
ultimate consumers, and that only the 
latter were within the jurisdiction of 
the Commission. Among the indus- 
trial customers were some who con- 
tracted for gas on a firm basis and who 
had a right and priority to receive 
their gas whenever they wanted it. 
The contracts of others provided that 
their supplies of gas would be inter- 
rupted or cut off whenever it was nec- 
essary to do so because of the demands 
of the firm customers. These inter- 
tuptible customers, then, were able to 
teceive gas only at such times as there 
existed an excess of capacity beyond 
that required to meet firm customers’ 
demands.” 


The Commission made several com- 
putations. The winter season 1943-44 
was the period of time from which the 
data was drawn. The Commission 
found the percentage of regulable sales 
to total sales on the following days to 
be: 


System peak day—February 14, 1944 44.98% 
Firm gas peak day—January 7, 1944 .. 50.79% 
Firm gas peak day—December 16, 

1943 54.55% 


Firm gas peak period—December 14- 
17, 1943 


Average 


Then the Commission made a compu- 
tation based on the average of the four 
days in the peak period December 14- 
17, 1943. The last computation in 
the above table was on the total of the 
four days. The daily deliveries to 
firm customers during these four days 
averaged 123,840 thousand cubic 
feet. The Commission used as the ca- 
pacity of the line 135,000 thousand 
cubic feet, and then computed the reg- 
ulable. sales (68,485 thousand cubic 
feet) on that average day to be 50.73 
per cent of the system capacity. 

Based on all the foregoing data, the 
Commission determined that 51 per 
cent of demand costs were properly as- 
signable to regulable sales. 

Petitioner makes several conten- 
tions in regard to the foregoing deter- 
mination. (A) It says that it was er- 
ror for the Commission to give any 
consideration whatever to the coinci- 
dental, or system, peak day. It says 
that the use of such day does not test 





10 Petitioner alleged that on at least 250 days 
of the year 1943 there were interruptions in 
the gas service to these interruptible customers. 
Nevertheless, gas sold to interruptible custom- 
tts comprised a = substantial portion of 
petitioner’s business during that year. Of the 
43,035,374 thousband cubic feet of gas sold to 
all users (excluding 1,691,428 thousand cubic 
feet sold to one customer, the Crossett Lum- 
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ber Co.), 13,756,539 thousand cubic feet (or 
approximately 32 per cent) were delivered 
to interruptible customers. Furthermore, on 
February 14, 1944, the system k day for 
the heating period 1943-44, of 135,866 thousand 
cubic feet delivered, 27,269 thousand cubic feet 
(or approximately 20 per cent) went to these 
interruptible customers. 
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to the utmost the interruptibles’ li- 
ability to curtailment, and that neither 
does it indicate accurately the relative 
long-time demands of different firm 
customers. The company has much 
in its favor in this contention. The 
use of “peak responsibility” for the al- 
location of demand costs has been se- 
verely criticized and, we are told by 
one authority," generally abandoned. 
It fails to give effect to load factors, 
diversity factors, and other mathemat- 
ical expressions of utility characteris- 
tics which are fundamental in a pre- 
cise distribution of costs. But, as we 
have already said, it is not for the 
courts to select formulae in these mat- 
ters, and, moreover, the use of the 
system peak day (provided the figures 
are accurate) was approved in the Col- 
orado Interstate Case, supra. Upon 


that authority the Commission might 


have used the percentage shown for 
that day (44.98 per cent), which 
would have been greatly to petitioner’s 
disadvantage. It did not do so. And 
the ultimate 51 per cent used by the 
Commission was otherwise indicated 
as reasonable by the average day of 
the peak period. The use of the sys- 
tem peak day for the distribution of 
demand costs may well be a proper 
subject for further examination by the 
Commission and the courts in a case 
in which the facts indicate inaccuracy 
in the result thus reached. 

(B) Petitioner says that it was er- 
ror for the Commission to use Janu- 
ary 7, 1944, as a firm gas peak day. 
It says that December 16, 1943, was 
the correct day. But the elimination 
of the data on January 7, 1944, does 
not materially affect the result of the 
Commission’s computation, because it 





11 Barnes, op. cit. supra, note 5, at p. 328. 


happens that the percentage shown for 
January 7th (50.79 per cent) is about 
the average (51.03 per cent), and so 
its elimination does not materially 
change the average. Moreover, there 
is some dispute in the evidence as to 
which was the firm peak day, the com- 
pany witnesses first using January 7th 
and then changing to December 16th. 
The Commission, it will be noted, 
used both days in its calculation, al- 
though, as we have said, its use of 
January 7th had no effect on the re- 
sult. 

(C) Petitioner says that the Com- 
mission erred in using 135,000 thou- 
sand cubic feet per day as the line ca- 
pacity in the last calculation made by 
it, as above stated. But there was 
evidence to support the figure. At 
least two witnesses testified to it, and 
an exhibit showed that on the peak 
days of March 3, 1943, and February 
14, 1944, the 135,000 figure was ac- 
tually exceeded in the days’ deliveries. 

(D) Petitioner says that the Com- 
mission erred in that it averaged the 
gas delivered to firm industrials and 
to resale customers for the four days 
December 14-17, 1943, but did not 
average the total deliveries. It did 
not compute the relationship between 
sales for resale and total deliveries. In- 
stead it computed the relationship be- 
tween sales for resale and line capac- 
ity. Thus, petitioner says that the 
denominator used to compute the per- 
centages was erroneous. It seems to 
us that an allocation of capacity costs 
to interruptible customers is reason- 
able and can reasonably be the excess 
of capacity over the actual firm peak. 
It need not necessarily be only the 
amount of actual deliveries to inter- 
ruptibles upon the day or in the period 
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when firm deliveries are at the peak. 
The excess capacity above actual peak 
use by firm customers was available 
for interruptible customers, although 
it was likewise available for unexer- 
cised demand. The method does not 
seem to be the most scientific possible, 
and there is an inconsistency between 
this use of capacity and the allocation 
among firm customers on actual gas 
taken in a peak time. But, even so, 
this assignment to interruptibles does 
not seem to us to be beyond the limits 
of reasonableness. The Commission 
did not confine itself to it. There is a 
difference of opinion upon the point. 
The staff witness French in the case 
at bar supported the ratio of relative 
use rather than the relationship to ca- 
pacity. But our inquiry is ended if we 
find that the method used by the Com- 
mission is clearly stated, clearly sup- 
ported by evidence, and reasonable. 
Even though other computations be 
also proper, or even better, we cannot 
for that reason reject the method used 
by the Commission. In the present 
case the Commission’s result was sup- 
ported by the other computations in 
which actual use, rather than capacity, 
was the denominator. 

(E) Petitioner argues against any 
allocation of demand costs to inter- 
ruptible customers. But it seems to 
us proper that they be required to bear 
the costs of such part of the capacity 
as is available for them over and above 
that required to meet actual peak re- 
quirements of the firm customers; in 
other words, that interruptibles should 
bear such part of capacity costs as are 
incurred for them. The company (by 
original inclusion or by subsequent ad- 
dition) may have provided in its fa- 
cilities some capacity for the purpose 


of serving interruptible customers. 
And, even if the capacity merely meets 
the maximum potential demand of 
firm customers, that potential demand 
may not in practice actually material- 
ize; in other words, the firm customers 
may not actually use the full capacity 
required to meet their potential rights 
to demand, and thus interruptible cus- 
tomers may always be using some 
plant capacity. That being so, such 
customers ought in fairness to bear 
some capacity costs. There was evi- 
dence in this record that the company 
had actually installed some capacity to 
care for interruptible customers. 

In its petition for review in this 
court, the company says that the per- 
centage of demand costs applicable to 
regulated sales should be 53 per cent 
instead of 51 per cent. The narrow 
margin of the alleged error is an indi- 
cation of the close approach to ac- 
curacy achieved by the Commission 
even in petitioner’s view. 

The allocation of demand costs 
among the several customers is at best 
an indefinite and unsatisfactory proc- 
ess. No completely scientific method 
or formula has been devised so far as 
we are informed. The Commission’s 
findings and conclusions upon the sub- 
ject are complete and clear. The fig- 
ures used are supported by ample evi- 
dence. The final figure (51 per cent) 
was indicated by both the average of 
system peak day, firm peak day and 
firm peak period, and the average day 
of the firm peak period measured 
against capacity. We think it was 
within the limits of the proper exercise 
of judgment by the Commission. 

Petitioner’s next contentions relate 
to the Commission’s classifications of 
various costs as demand costs or as 
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commodity costs. Before examining 
these points in the present record, it is 
necessary that we note what was done 
in these respects in the Canadian River 
Case,” to which reference has already 
been made. 

The decision of the Supreme Court 
in that case is referred to in the Com- 
mission’s opinion in the present case 
as authority for the method here used 
in allocation of costs. In that case the 
Commission adopted certain exhibits 
presented by its staff concerning cost 
allocation, which it said followed prin- 
ciples long recognized and widely ac- 
cepted. In its opinion it said: 

“Therein costs are divided essential- 
ly into two groups, fixed and variable. 
Fixed costs are largely joint costs 
which do not vary with volume of 
sales. The total amount of such costs 
is largely proportional to the maxi- 
mum demand on the system or system 
capacity. Accordingly, these costs 
have been allocated basically in pro- 
portion to each customer’s responsi- 
bility for the peak day demand. Var- 
iable costs are largely those that vary 
proportional to output or volume of 
sale. Accordingly, these costs have 
been allocated in proportion to volume 
of gas purchased by each customer.” 
The Canadian River Gas Company 
was a production, transmission and 
distribution company. The petitioner 
in the case at bar is a transmission 
company, except for insignificant dis- 
tribution costs, so that only the trans- 
mission data in the prior case is per- 
tinent here. The Commission staff in 





12 Re Canadian River Gas Co. (1942) 3 FPC 
32, 43 PUR NS 205, aff’d sub nom. Colorado 
Interstate Co. v. Federal Power Commission, 
supra notes 5, 6. 

18Re Canadian River Gas Co. supra, 43 
PUR NS at p. 232 


that case made the following alloca- 
tions of present interest: 
Volumetric Copy 


Costs 


Operation of Com- 


pressing System (La 

bor and Supervision) $51,173.27 $0; Nha 
Depreciation 

—of Compressing 

Station Saclomeat 48,953.15 

Ad Valorem Taxes . 193,777.6014 
Corporate Taxes .... 8,103.68 
Labor Taxes 11,835.73 


Return on Transmis- 
sion Plant 331,327.14 331,327.14 

In his testimony the staff witness ex- 
plained the basis for the items. He 
based his allocation of compressor sta- 
tion labor upon his judgment and the 
fact that “a station that is shut down 
but available for use carries a skeleton 
crew which is generally about half of 
the crew that is necessary to operate 
the station’s full load.” His division 


of the return, one-half to volumetric 
and one-half to capacity, was upon the 


basis that one-half of the returtt con- 
stituted the risk element in transmis- 
sion, and that the risk element should 
be borne in proportion to the volume 
handled. 

As we have indicated, the Supreme 
Court approved the action of the Com- 
mission in that case. 


In the case at bar the staff of the 
Commission presented a study of the 
allocation of costs, supported by vo- 
luminous data and a statement that 
careful consideration had been given 
recognized methods of cost determina- 
tion, customs of the industry, and spe- 
cial engineering features of the par- 
ticular property, all to the end that 
the allocations not result in a distor- 
tion of costs either to the benefit of or 
to the discrimination against any 





14 Figures given are totals of items shown 
separately in the record. 
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group of customers. That study and 
its results bore the approval of the 
chief of the division of rates and re- 
search, and the chief of the bureau of 
accounts, finance, and rates, of the 
Commission. It included two meth- 
ods, one a demand-commodity alloca- 
tion and the other a straight commod- 
ity basis. In the former, the study 
for 1943 allocated to demand $2,450,- 
744.23 and to commodity $4,704,729,- 
44 of costs, which included expenses, 
depreciation, taxes and return on the 
rate base. The study was presented by 
the Commission’s senior rate investi- 
gator on the witness stand, and the 
recommendations on controversial 
items were probed on cross-examina- 
tion. He testified that the method 
used was that used by the Commis- 
sion in other cases and approved by 
the Supreme Court in several de- 
cisions.”* 

On the items how in controversy the 
staff made the following allocations: 


Demand Commodity 
Transmission Supervi- 


sion & Engineering .. $44,528.83 
Compressor Station La- 
bor 
Depreciation 
Taxes other than Fed- 
eral Income 
Return on Rate Base 


(at 64%) 445,660.00 445,660.00 


The company presented two alloca- 


tion studies. One of them agreed 
with the Commission staff on com- 
pressor station labor, while the other 
assigned 25 per cent of that item to 
commodity because of the casual labor 


involved. The company studies as- 
signed the great majority of depreci- 
ation and taxes other than Federal in- 
come tax to demand, thus agreeing 
with the Commission staff, but they 
made direct charges to customers of 
the balances, instead of charging them 
to commodity. 

The Commission rejected all studies 
on these controverted items, except as 
to the return on the rate base. It al- 
located as follows: 

Demand Commodity 
Transmission Supervi 

vision & Ruciacinn $11,702.00 $32,827.00 

Compressor Station La- 


bor 297,738.00 
Depreciation 401,600.00 401,600.00 


Taxes other than Fed- 

eral Income 158,730.00 158,730.00 
Return on Rate Base 

(at 6%) 411,378.00 411,379.00 

[13] Before considering the sev- 
eral controverted items, we note the 
action of the Commission in respect 
to the demand-commodity formula 
itself. The formula and its factors 
were recited. Then the Commission 
referred to the fact that certain costs— 
depreciation, taxes, and return—are 
“principally” dependent upon capacity. 
But it concluded that to assign these 
costs exclusively to demand “because 
they are proportional to plant and do 
not vary with the annual volume of 
gas sales” would be “inequitable” and 
“manifestly error.” Therefore, the 
Commission concluded, “From the 
evidence and the exercise of informed 
judgment, we find that the following 
classification of cost of service is rea- 





15 The straight commodity basis was sub- 
mitted without discussion for “information pur- 
poses,” as one schedule out of the twelve com- 
prising the study for the year 1942 and as one 
schedule out of the eleven comprising the 
study for the year 1943. The remaining sched- 
ules and all discussion were concerned with the 
first method of cost allocation. 

16 Colorado Interstate Co. v. Federal Power 


Commission, supra notes 5, 6; Federal Power 
Commission v. Hope Nat. Gas Co., supra note 
2; Interstate Nat. Gas Co. v. Federal Power 
Commission (1946) 65 PUR NS 1, 156 F2d 
949, cert. granted on other points, 15 USL 
Week 3303 Reb. 10, 1947) ; Cities Service Gas 
Co. v. Federal Power Commission (1946) 63 
PUR NS 276, 155 F2d 694, cert sone 15 
USL Week 3188 (Nov. 12, 1946). 
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sonable and proper:” 63 PUR NS at 
p. 101. In sum, the Commission did 
not allocate costs according to the 
demand-commodity formula as here- 
tofore understood, but according to its 
own definitions and its informed judg- 
ment. 

It seems evident that formulae have 
no validity without definition of the 
factors. A formula is a combination 
of defined factors which yields a stated 
result. If the factors comprising the 
formula be not used, the formula is 
not used. 

The Commission was not bound to 
the established demand- commodity 
formula, even though an undeviating 
pursuit of an established path would 
lend itself to facility of understanding. 
It chose in this case to depart from the 
established concepts; that it, from the 
established definitions of the factors 
which comprise the formula. So it 


cannot say that its allocation is proper 
merely because the named formula is 


proper. When the Commission pur- 
ports to act upon “the exercise of in- 
formed judgment,” apart from estab- 
lished criteria, it must make clear and 
complete the findings and the reasons 
which lead to its conclusion. These 
costs, as we have said, are facts; they 
are to be ascertained, not merely al- 
lowed by grace. The critical con- 
sideration in the present case is wheth- 
er the classifications the Commission 
made “From the evidence and the ex- 
ercise of informed judgment” were 
within the permitted bounds of its dis- 
cretion. The court cannot determine 
that question unless the findings and 
the reasons upon which the classifica- 
tions were actually made are clear 
enough and complete enough to be un- 
derstood and judged. 
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[14] In the case at bar, the Com- 
mission defined “demand costs” as 
costs which “vary with the demands 
made on the pipe-line’s capacity.” 
This is a clear departure from recog- 
nized definition and is most ambigu- 
ous. The formula theretofore estab- 
lished by the Commission and ap- 
proved by the courts had, as we have 
seen, distinguished between fixed, or 
capacity, costs, predominantly propor- 
tional to the size of the plant and 
largely independent of the annual vol- 
ume of gas sold, and commodity costs, 
which vary with the annual volume 
of gas.” The Commission now says 
that demand costs vary with the de- 
mand. We are ata loss to understand 
what is meant. If the statement means 
that demand costs as initially incurred 
are in amounts fixed by demand re- 
quirements, such costs are fixed and do 
not vary”; that was the former, and 
approved, definition. If the statement 
means that this class of costs varies 
from year to year or month to month, 
or among customers, according to the 
demand made in each period or by 
each customer, it is not accurate; and, 
moreover, we fail to perceive any es- 
sential difference between that and a 
commodity cost. Demand made is for 
gas to be delivered, and that certainly 
is the volume of gas delivered. The de- 
mand which fixes the minimum to 
plant capacity is the right to demand, 
adjusted by a diversity factor. This 
is the meaning of “demand” in the 
recognized demand-commodity form- 
ula. It does not vary with demand 
actually made. 





17Re Canadian River Gas Co. (1942) 3 
FPC 32, 43 PUR NS 205, 232, approved in 
Colorado Interstate Gas Co. v. Federal Power 
Commission (1945) 324 US 581, 587, 89 L ed 
1206, 58 PUR NS 65, 65 S Ct 829. 
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The meaning of the new definition 
of “demand cost” is not sufficiently 
clear for us to test its validity. Where, 
as here, the Commission rejects all 
formulae used in the testimony and 
those heretofore followed by it and the 
courts, the nature of the new pro- 
posal must be clear enough for the 
courts to exercise the function of re- 
view imposed on them by the stat- 
ute. 

In the course of its discussion of the 
formula, the Commission says, “Mis- 
sissippi now contends that all taxes, 
depreciation, and return should be 
classified as “demand charges,’ etc. 
The statement may be literally correct, 
but it is hardly objective. The Com- 
mission was repudiating the recom- 
mendations of its own staff. An ob- 
jective statement would have said so, 
and not have cast the repudiation in 
the form of a mere denial of a company 
claim. 

[15] Petitioner does not challenge 
the propriety of the use of a demand- 
commodity formula. Its contention 
is that in classifying costs as between 
“demand” and “commodity,” the 
Commission completely ignored the 
facts and so manipulated the costs as 
to reach an erroneous determination 
of the costs of the sales subject to its 
regulation. 

The importance of the classification 
is apparent. The Commission found, 
as we have seen, that about 51 per 
cent of the sales during peak periods 
were to utilities for resale; i.e., were 
regulable sales. And it found that 
about 32 per cent of all sales were to 
those utilities. It, therefore, found it 
reasonable to allocate 51 per cent of 
the demand costs to regulated sales and 
32 per cent of commodity costs to 
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those sales. So that if a particular 
cost were classified as a demand cost, 
51 per cent of its amount would be in- 
cluded as a cost in the computation of 
these regulated rates; whereas, if it 
were classified as a commodity cost, 32 
per cent of it would be included. An 
error in the classification would re- 
sult in a material distortion of the 
costs of regulated sales. This is what 
the petitioner says occurred. The court 
is limited to the inquiry whether the 
action of the Commission was arbi- 
trary or was based upon facts and rea- 
son. Since the classification of items 
of cost was the direct control over the 
amount included in the costs of regu- 
lated sales, the Commission could not 
be arbitrary in that classification, any 
more than it could be in a simple re- 
fusal to include a proper cost. 

The principal item to which peti- 
tioner objects is the allocation of the 


cost of compressor station labor in the 
amount of $297,738. The Commis- 
sion classified it as a commodity cost 
and, therefore, allowed 32 per cent of 
it, or $94,680.68, as a cost of regulated 


business. If the item had been classi- 
fied as a demand cost, 51 per cent, or 
$151,846.38, would have been al- 
lowed as a cost of regulated busi- 
ness. d 

We first examine the evidence in 
support of the Commission’s findings, 
guided in our examination by the 
Commission’s brief. It directs our 
attention to the testimony of three wit- 
nesses, Shuttleworth, Comfort, and 
Simonds. The first-named was as- 
sistant treasurer of the company in 
charge of accounting. The testimony 
cited to us related to an exhibit show- 
ing a computation of net income for a 
hypothetical test year. It showed ad- 
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justed figures for 1943 and then in- 
dicated increases or decreases by items 
to produce a schedule for a so-called 
normal or probable postwar year. 
This test year was supposed to repre- 
sent the operations of the company 
after the increases in volume of sales 
which had come from war business had 
been eliminated. A decrease in gas 
revenues was indicated. In respect to 
compressor station labor in this hypo- 
thetical test year, it was stated, both on 
the exhibit and in the testimony, that 
it was estimated that there would be 
a reduction in labor cost in approxi- 
mately direct proportion to the re- 
duction in sales volume. The state- 
ment was not addressed to the prob- 
lem of allocation but purported to 
relate to a variation in the total 
year’s expenses. No factual data in 
support of the bare conclusion was 
submitted. 

The testimony of the witness 
Simonds which is cited to us by the 
Commission was directed to a compu- 
tation of the costs of furnishing gas 
under a special contract to a customer 
known as the Crossett Lumber Com- 
pany. Simonds included in the cost 
of this gas labor costs in the proportion 
of Crossett gas to total gas. He com- 
mented, “To a degree, the treatment 
of the $1,904 [labor] is not consist- 
ent with the general treatment of Com- 
pressor Station Labor,” but “the 
amount involved was, I thought, negli- 
gible, and rather than recast it, it was 
left that way.” Pressed on the point 
in cross-examination, he repeated that 
the treatment was inconsistent but that 
the amount involved was negligible. 
Thus, that part of Simonds’ testimony 
upon which the Commission relies on 
this point, is not his testimony as to 


allocation of costs, but was on another 
matter stated by him to be a deviation 
from the principles of allocation be- 
cause of its negligible amount. 

The Crossett transaction was de- 
scribed by the witness French, of the 
Commission staff, as nothing more 
than a transportation arrangement by 
which the company bought earmarked 
gas for resale to the Crossett Com- 
pany. He made a separate treatment 
of it, different from his treatment of 
all other business. The Commission, 
in a footnote to its opinion, treated the 
item the same way. 

The testimony of the witness Com- 
fort cited to us in the Commission’s 
brief related to an estimate of the costs 
of operating certain new equipment 
then being installed. He said that the 
same kind of engine was already in 
operation in another station and that 
he had taken the cost of operating that 
station “and modified that expense by 
the different amount of labor that 
would be required at Perryville [the 
new equipment]—they wouldn’t re- 
quire quite as much labor or super- 
vision as is given at Crossett [the old 
equipment ]—and also modified by the 
amount of time that it will operate at 
Perryville as compared to the opera- 
tion at Crossett.” We fail to find in 
this testimony, which is the only cita- 
tion to Comfort’s testimony given us 
by the Commission, any reference to 
cost of labor being proportional to 
sales. 

We are told by the Commission that 

“The fact that compressor station 
labor is proportional to the volume of 
gas compressed is shown by the fol- 
lowing data (App. 974,978) : 
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Cost 
Compressor 
station labor Cu. 


M Cu. Ft. 
Sales 

36,532,523 

42,321,165 

44,012,110 

45,190,533 
But the table indicates to us the op- 
posite of what the Commission says 
it shows. The percentage of variation 
of thousand cubic foot sales and of 
compressor station labor as shown by 
the quoted table are as follows: 


Percentage of Percentage of 


increase in sales increase in labor 
over prior year 
2 


Year over prior year 


15.8 

. 12.2 
12.9 
The variations are obviously wholly 
different, instead of being the same. 
The labor does not vary in proportion 
to the gas sold, so far as the quoted 
table shows. Moreover, it would seem, 
in the absence of explanation, that if 
the labor costs were proportional to 
sales, the cost per thousand cubic feet 
would be the same. On the contrary, 
the table shows an increase in the cost 
per unit (thousand cubic feet) sold. 
The Commission says that considera- 
tion of wage increases and overtime 
shows that the average cost per thou- 
sand cubic feet is almost exactly pro- 
portional to the gas sales. No such 
computation appears either in the rec- 
ord or in the brief. Only the dollar 
amounts of average monthly earnings 
and of wages per day appear in the 
record, and we are supplied with no 
factor by which those dollar amounts 
can be reduced to a common denomina- 
tor for purposes of comparison. 

In its brief the Commission tells us 
that “the labor cost of operating the 
engines is proportional to the volume 
of gas pumped because the operators 
work when the engines are operating.” 


[10] 
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The generality of the stated premise 
seems to us no support for the conclu- 
sion. Of course, the operators work 
when the engines are operating. 
But even assuming that the statement 
means that the operators do not work 
when the engines are not operating, 
and that their pay is in proportion to 
their “work” in that sense, we are 
given no reference to testimony in the 
voluminous record which would sup- 
port that statement. On the contrary, 
we find testimony that “regular” em- 
ployees, in contrast to casual labor, 
were 55.62 per cent of the total field 
employees in 1943, which would seem 
to indicate that more than half the field 
employees were on some sort of regu- 
lar payroll. We also find the direct 
testimony of one witness who said that 
“T know that when an engine is shut 
down they do not lay off the man,” ex- 
plaining that some leeway was given 
for casual labor. It seems to us that 
reasonable assumption would be to the 
same effect. This company had firm 
commitments to furnish large quan- 
tities of gas upon demand. Obviously 
the compressor stations must be in 
readiness to meet those obligations. 
Such readiness must require a certain 
amount of labor on the job. All labor 
pay, all maintenance, and all consump- 
tion of supplies could not possibly cease 
just because no gas was actually be- 
ing pumped for a period, so long as 
such large firm obligations were out- 
standing. ; 

In its order the Commission finds, 
“Mississippi’s president, chief account- 
ant and other allocation witnesses all 
testified that the compressor station 
costs shown above are approximately 
proportional to the volume of gas com- 
pressed.” 63 PUR NS at p. 103. 
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The statement is hardly candid or ob- 
jective. Mississippi's president and 
chief accountant were not “allocation 
witnesses”; they did not testify on 
the subject of allocation. There were 
three “allocation witnesses,” i.e., wit- 
nesses who had made special studies 
of the allocation of costs and who testi- 
fied directly on the matter. They were 
the witnesses French, Simonds and 
Miller. 

The witness French was the mem- 
ber of the staff of the Commission and 
its senior rate investigator in the in- 
stant case to whom we have already 
referred. As we have seen, in his study 
of the allocation of costs of service, 
he assigned the entire cost of compres- 
sor station labor to “demand.” The 
Commission rejected in toto the tes- 
timony of its own expert on this sub- 
ject. 

The witness Simonds was a con- 
sultant presented by the company, who 
had also made a study of allocation of 
costs. He allocated 75 per cent of 
compressor station labor to “demand” 
and 25 per cent to “commodity.” He 
said that compressor station labor has 
frequently been considered charge- 
able wholly to “demand,” because it 
continues regardless of the volume of 
gas handled, but that under the condi- 
tions of this petitioner’s operations, 
referring to the amount of casual labor 
employed, he had allocated 25 per cent 
of the item to “commodity.” The wit- 
ness Miller was also presented by the 
company. He had made a study of the 
allocation of costs, and used without 
adjustment the allocation of compres- 
sor station labor made by the Com- 
mission witness French. This, as we 
have noted, was an allocation of the 
whole of the item to “demand.” 
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The question, therefore, is whether 
the one wholly indirect reference of the 
witness Shuttleworth can be deemed to 
be substantial evidence, within the 
meaning of the rule, in support of a 
flat and unequivocal finding by the 
Commission that compressor station 
labor is directly proportional to the 
volume of gas sold and is, therefore, 
a “commodity” charge for allocation 
purposes under the demand-commod- 
ity formula. We do not think that it 
is. He was not testifying as to alloca- 
tion of costs ; three other witnesses tes- 
tified directly as to proper allocation 
of costs, and two of them assigned all 
of this item to “demand” and the other 
assigned 75 per cent of it to “demand.” 
The witness presented by the Commis- 
sion staff itself was one of the former 
two. 

[16] It seems to us that the fact 
that this labor cost varies in proportion 
to the volume of gas sold, or the fact 
that it is not so proportionate, is easily 
susceptible to precise demonstration. 
Complete data must be available to. 
both the Commission and the com- 
pany. An important item of fact can- 
not be sustained by wholly unsatis- 
factory generalities or by a twisted ap- 
plication of one bit of evidence not 
directed to the point, in the midst of a 
contrary concurrence of testimony by 
those who testified directly upon the 
subject. The Commission has wide 
discretion in the solution of problems 
such as this, but the solution must 
rest upon the facts. We repeat that 
the same rules as to substantial evi- 
dence and necessary findings apply to 
technical facts, difficult of ascertain- 
ment, as apply to ordinary facts easily 
found and easily understood. The 
facts must be found, the findings must 
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be supported by substantial evidence, 
and the conclusion must in turn be sup- 
ported by the findings. The allocation 
of this compressor station labor is not 
so supported. 

[17, 18] Petitioner next contends 
that the Commission’s allocation of 
the annual charge for depreciation was 
arbitrary, contrary to the evidence, 
and unsupported by substantial evi- 
dence. The Commission assigned one- 
half of this annual charge to de- 
mand and the other half to commodity. 
In support of this treatment it 
said : 

“The record does not support the 
company’s claim that depreciation ex- 
pense is not related in any manner to 
the volume of gas sales, and that this 
item should be considered a ‘demand’ 
charge. Mississippi is engaged in a 
wasting-asset business and it has stipu- 
lated that the depreciation rate reflects 
consideration of the associated natural 
gas reserves. In this case, functional 
rather than physical depreciation is 
controlling because the over-all quan- 
tity and output of the natural gas re- 
source fixes the service life of the pipe- 
line. It is evident that the volume 
of gas used by interruptible custom- 
ers does contribute to functional de- 
preciation. Here again it would be 
improper to allocate depreciation ex- 
pense exclusively to the ‘commodity’ 
or ‘demand’ classification, and we con- 
cluded that it should be assigned equal- 
ly to those categories.” 63 PUR NS 
at p. 103. 

It was stipulated before the Com- 
mission that the annual depreciation 
charge was on a straight-line basis and 
that the rate reflected the average serv- 
ice life of the plant “as measured by 
the gas reserves of the fields from 
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which it now secures its natural gas 
supplies.” 


Annual depreciation charges on a 
straight-line basis are fixed by two fac- 
tors, the cost of the depreciable prop- 
erty (less salvage) and its service life 
in years. The charge is merely the 
mathematical quotient of the former 
divided by the latter. It does not vary 
with the quantity of gas sold or trans- 
mitted. The service life of the plant 
may be fixed by the life of the gas re- 
serves, and thus the total volume of 
gas to be transmitted during the en- 
tire venture, divided by the estimated 
annual rate of transmission, deter- 
mines the number of years over which 
the cost of plant is to be spread. But 
the total depreciation to be taken is 
the total cost of plant, less salvage; it 
is a constant ; it does not vary with the 
annual volume of gas sold. When the 
years of life have been estimated, the 


annual charge becomes a constant. It 
does not vary with the volume of gas 
sold annually. It is not a commodity 
cost, as that term is defined by the 


Commission. The only relationship 
between volume of gas and straight- 
line depreciation is the wholly indirect 
one that the volume of gas measured 
in years of supply fixes a maximum life 
for the plant. Moreover, although 
there are many divergent views as to 
the nature of depreciation, from the 
standpoint of the expense accounts the 
annual depreciation provision from in- 
come is universally regarded as, and in 
fact undoubtedly is, a return to the in- 
vestor of the cost of plant. Thus 
viewed, it is not only related to cost 
of capacity, but in sum total it is the 
cost of capacity ; so it would seem to be 
the purest of demand charges. 
In the Canadian River Gas Com- 
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pany Case, supra, the Commission 
treated depreciation on various equip- 
ment in different ways. Transmission 
depreciation, except on compressor 
station equipment, was treated as a 
capacity, or demand, cost. In that 
case the Commission adopted the allo- 
cation studies of its staff. 

In the present case the Commission 
has rejected the depreciation allocation 
study of its staff. We are not supplied 
with any clear idea as to why or how 
the Commission, rejecting the expert 
evidence before it, simply divided the 
whole depreciation charge into halves 
and allocated one half to demand and 
the other half to commodity. No find- 
ing of fact supports the conclusion. We 
are supplied with no data with which 
to test its validity. 

The Commission says that “func- 
tional rather than physical depreciation 
is controlling,” but no finding of fact 
is offered as a premise to that conclu- 
sion, and we are directed to no evi- 
dence which would serve as a premise. 
Functional depreciation, as the term 
is usually understood, means that 
caused by inadequacy or obsoles- 
cence.* In the present case, if the life 
of the gas reserves is less than the 
normal physical life of the plant, then 
obsolescence would seem to fix the 
limit of its service life. But that would 
hardly seem true as to all items of 
equipment, and we have no findings of 
fact by which to test the validity of the 
statement. Depreciation is an import- 
ant item of cost, and an allowance of a 

WE... Re Chesapeake & P. Teleph. Co. 
(Md) PURI1916C 925; Re New Haven Water 
Co. (Conn 1943) 49 PUR NS 229; Guaranty 
Trust Co. v. Grand Rapids, G. H. & M. R. Co. 
(1931) 7 F Supp 511, 521; Central R. Co. of 
New Jersey v. Martin (1939) 30 F Supp 41, 


60; Standard Handbook for Electrical Engi- 
neers (5th ed. 1933) §§ 13-50. 
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correct amount is a right of the com- 
pany. Upon remand the Commission 
is instructed to make findings of fact 
which will support whatever allocation 
of this item it proposes. 

[19] Petitioner next complains that 
the Commission rejected all evidence 
of record in allocating supervision and 
engineering costs. All witnesses on 
the subject assigned it to demand. The 
Commission divided it, assigning $21,- 
738 to demand and $46,206 to com- 
modity. It said that these costs “have 
been prorated on the basis of the super- 
vised expenditures of the respective 
groups, and this is equitable.” The 
record, so far as it is cited to us in any 
of the briefs, is barren of evidence upon 
the item, except for the mere entry to 
demand in the exhibits. It appears 
that the difference between the alloca- 
tion of the witnesses and the allocation 
of the Commission is the difference 
between assigning supervision and en- 
gineering to plant and assigning it to 
expenditures which are supervised. 
Such a difference would rest upon a 
difference of fact, and if in fact the 
costs were incurred for the purpose 
of supervising expenditures, we see no 
reason why the Commission’s choice 
of the controlling principle is not cor- 
rect. But if, as a matter of fact, the 
cost is a fixed cost related only to the 
plant itself, it would not seem to have 
commodity characteristics. The facts 
as to the true nature of the item are 
easily ascertained and should be found. 

[20] Petitioner complains of the 
Commission’s allocation of general 
and administrative costs upon the 
basis of supervised expenditures, ex- 
clusive of gas purchased. This seems 
to be a reasonable principle and with- 
in the discretion of the Commis- 
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sion. The same principle was used 
by the Commission staff in its testi- 
mony. 

Petitioner complains of the Com- 
mission’s allocation of taxes other than 
Federal income taxes, half to demand 
and half to commodity. The Commis- 
sion says only that “property taxes” 
are treated consistently and similarly 
to income taxes. The major part of 
these taxes ($210,971.28 out of $302,- 
321.38, according to the exhibit of 
the Commission’s staff) are property 
taxes. The balance is composed of 
capital stock, unemployment compen- 
sation, old-age benefit, franchise, pow- 
er, state income and city license taxes. 
The Commission staff allocated all of 
them to demand, except capital stock 
and state income, which it divided 
equally. The company witnesses allo- 


cated this entire item to demand. In 
the Canadian River Gas Company 


Case, supra, as we have seen, the 
Commission allocated all these taxes to 
demand, except that it divided the 
state income tax equally. We are un- 
able to say, upon the basis of the brief 
reference to the item in the opinion 
of the Commission, whether its divi- 
sion of this entire item equally between 
demand and commodity, is or is not 
arbitrary. The findings are neither 
complete enough nor clear enough. 
Certainly, on general principles, prop- 
erty taxes would seem to be a fixed 
charge and directly related to the plant 
itself. We do not see how they could 
vary with volume of gas handled, and 
neither the evidence nor the opinion 
of the Commission supplies informa- 
tion to that effect. Property taxes are 
in no way similar in nature to income 
taxes, which depend upon profit and 
are thus a function of both demand and 
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commodity, as the Commission prop- 
erly found. 

[21] Petitioner complains of the 
Commission’s allocation of the rate 
of return, half to demand and half to 
commodity. This is an established 
treatment of this item. We have noted 
the explanation of it in the Canadian 
River Gas Company Case, supra. It 
was the method used by the staff wit- 
ness in the present case. The Com- 
mission points out that return is a capi- 
tal cost and that the investment of 
capital serves both demand and com- 
modity purposes throughout the year. 
Partaking of the elements of both, the 
division is made. The company says 
that the return is determined by a per- 
centage of the rate base, which is prop- 
erty, and is proportional to the prop- 
erty and not to the volume of sales. 
Thus, says the company, it falls square- 
ly within the definition of a demand 
cost and without that of a commodity 
cost. We think that the basis for the 
Commission’s allocation of this item 
is clear and complete, both from past 
history and on the present record, and 
was within its discretion. The return 
earned is a function of the volume of 
sales as well as of demand. 

[22] In conclusion upon the mat- 
ter of allocation of costs, we repeat 
that the statute imposes upon us cer- 
tain functions of review of Commis- 
sion orders. The Supreme Court has 
prescribed guides for our action in that 
review. It has repeatedly emphasized, 
as it said in Colorado-Wyoming Gas 
Co. v. Federal Power Commission,” 
that the court must know what the 
findings are before it can give them the 
conclusive weight provided by the 





19 (1945) 324 US 626, 89 L ed 1235, 58 PUR 
NS 94, 65 S Ct 850. 
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statute. It has emphasized the neces- 
sity for adequate findings of the facts 
upon which the order rests. It has al- 
so held that the grounds upon which 
an administrative order must _ be 
judged are those upon which the rec- 
ord discloses that the action was based, 
and that where the decision of a Com- 
mission is explicitly based upon the 
applicability of certain principles, its 
validity must likewise be judged on 
that basis.” The court has held that 
it is our function to review the record 
for the substantial evidence said to 
support the findings.* 

That the Commission might have 
adopted some other method or formula 
for determining the costs of the regu- 
lated business is beside the point. In 
so far as it purported to adopt the de- 
mand-commodity formula, our review 
must be upon that basis. The Com- 
mission cannot announce the appli- 


cability of a formula and then distort 
its application by failure to find ac- 
curately the factors required by the 
formula, or by departing from the es- 
sential progress of the formula from 


premise to conclusion. When the 
Commission announces principles or 
formulae as applicable, the validity of 
its order can be determined only by 
measuring what it does against the 
principles it announces. This is so 
not only upon the authority of Securi- 
ties and Exchange Commission v. 
Chenery Corp.,™ but because any other 
course would permit an administrative 
agency to announce a proper principle 
and, under that protection, achieve an 





2 Securities and Exchange Commission v. 
Chenery Corp. (1943) 318 US 80, 87, 87 L ed 
626, 47 PUR NS 15, 63 S Ct 454. 

21 National Labor Relations Board v. Don- 
nelly Garment Co. 15 USL Week 4273 (March 
3, 1947). 

22 Supra note 20. 
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improper result by unrevealed consid- 
erations wholly apart from the an- 
nouncement. The prescribed judicial 
review would be set wholly at naught 
by any such procedure. In so far as 
the Commission purported to act upon 
its own informed judgment, apart 
from formulae or general principles, 
its findings and reasons must be clear- 
ly and completely shown. 

The order of the Commission as to 
allocation of costs will be reversed and 
remanded with instructions that the 
Commission make clear the formula, 
or method, it uses in ascertaining the 
costs of the regulable sales, and that 
it make findings of the facts, based up- 
on substantial evidence in the record, 
upon which it makes its allocations of 
compressor station labor, depreciation, 
supervision and engineering, and taxes 
other than Federal income taxes. 

We have carefully examined each of 
petitioner’s contentions in respect to 
the allowance of operating expenses. 
These relate to labor costs, past serv- 
ice pensions, contributions to customer 
companies, rate case expense, and Fed- 
eral income taxes. The Commission 
has left open the possibility of adjust- 
ment in the last two items, in the event 
that the rate case expense exceeds the 
$70,000 estimated by it as the probable 
total, or that Federal income taxes be 
increased by adjustments by the Bu- 
reau of Internal Revenue. We find no 
error in respect to expense allowances. 

We have also carefully examined pe- 
titioner’s contentions in regard to the 
rate base, including working capital, 
but we find no error in these respects. 

Petitioner urges the invalidity of 
that part of the order of the Commis- 
sion which directs it to make effective 
in total amount whatever reduction of 
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its costs of gas purchased from The In- 
terstate Natural Gas Company is final- 
ly approved by the courts upon review 
of the Commission’s order in that 
case. We need not pass upon that 
point, as the Supreme Court as granted 
certiorari and heard argument in the 
Interstate Case,® and the rates of that 
company will shortly be fixed. Since 
the present case is remanded, that re- 
duction, if any be proper, can be ef- 
fectuated in such manner and amount 
as proves proper upon the reconsider- 
ation. 

Affirmed in part, reversed in part, 
and case remanded for further proceed- 
ings in accordance with this opinion. 


PRETTYMAN, J.: In its petition 
for rehearing the Commission pre- 
sents one contention in a manner 
which makes an additional word ad- 
visable, lest the problem or the deci- 
sion upon it be misunderstood. 


[23-25] The subject is the alloca- 
tion of costs, which is a process of as- 
certaining certain costs which pertain 
to the regulable business and which, 
therefore, must be included in the 
computation of the allowable rates to 
be charged consumers. The Commis- 
sion says that a reviewing court is 
limited to a consideration of the “end 
result,” the rate, or price, prescribed 
by the final rate order for the commod- 
ity or service. It says that when the 
court finds this rate to be fair and rea- 
sonable its function is exhausted. Up- 
on that premise the Commission seems 
to contend that the court has no power 
to examine the composition of the 





28 Interstate Nat. Gas Co. v. Federal Power 
Commission (1946) 65 PUR NS 1, 156 F2d 
949, cert granted, 15 USL Week 3303 (Feb. 
10, 1947), argued, 15 USL Week 3423 (May 2, 
1947). 
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prescribed rate or the several elements 
which together constitute the rate. 

The danger of misunderstanding 
and confusion arises because the 
Commission’s premise stems from a 
trite and true generality. It is true 
that if the rate prescribed by the Com- 
mission be fair, reasonable, and non- 
confiscatory, a court cannot disturb 
it. The questions are: When is a 
rate fair, reasonable, and nonconfisca- 
tory? And how does a court deter- 
mine whether the rate is so or not? 
The Commission seems to contend 
that the court must examine the rate 
per se, as an abstraction, or as a naked 
economic fact, divorced from the ele- 
ments of which it is composed and re- 
gardless of its effects ; and if it appears 
fair and reasonable upon such exami- 
nation, it must stand. Such contention 
is without merit, either upon reason 
or upon authority, and moreover is 
impossible of practice. 

The character of a rate—fair, rea- 
sonable, and nonconfiscatory—as our 
law knows it, is not an abstract eco- 
nomic concept of the proper price to 
paid by consumers for a commodity or 
service. Our law has never provided 
that either a company, a Commission, 
or a court can fix a price for a utility 
commodity or service by an abstract 
observation or by a comparative evalu- 
ation of current prices for other com- 
modities or services, or by any such 
process. The character of the rate has 
always been determined, in our law, 
by its relationship to the sum of a num- 
ber of components. Those compo- 
nents, principally, are the expenses of 
the operation, an allowance for depre- 
ciation or depletion, and a proper “re- 
turn” to the company. If the rate 
yields no more than the sum of these 
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items, it is fair and reasonable. If it 
yields that sum, it is nonconfiscatory. 
So far as we know, there is no rate 
case in American reports in which the 
proper rate has not been determined by 
a determination of these components 
and then their combination into a total. 
And there is no reported court review 
which was not concerned with one or 
more of those components. Constitu- 
tional restrictions upon government 
control of public utility rates have been 
held by the courts to require this sort 
of process.? 

The “end result” of a rate is not an 
intangible characteristic, nor is it the 
relative status of the rate as a price in 
the current economy. The “end re- 
sult” is the ability of the rate to meet 


the sum of the costs required to con- 
duct the operation in fairness to the 
consumer and to the company. The 


matter is nowhere better illustrated 
than in the opinion in which Mr. Jus- 
tice Douglas announced the rule of the 
Supreme Court based upon “end re- 
sult.”* The “end result” of which he 
spoke was described by him in terms 
of expenses and capital costs. And 
even when he discussed “end result” in 
relation to the return to the company, 
which was the specific subject there 
under consideration, he spelled it out 
in terms of the required components of 
the return, i.e., an amount which will 
provide service on the debt and divi- 
dends on the stock, sufficient to assure 
confidence in the financial integrity of 
the enterprise, and to maintain its 
credit and to attract capital. 





1 See Federal Power Commission v. Natural 
Gas Pipeline Co. (1942) 315 US 575, 86 L ed 
1037, 42 PUR NS 129, 62 S Ct 736. 

2 Federal Power Commission v. Hope Nat. 
Gas Co. (1944) 320 ores = 88 L ed 333, 51 
PUR NS 193, 64 S Ct 28 


69 PUR NS 


It follows from the foregoing that 
a court can review the fairness, rea- 
sonableness, and nonconfiscatory char- 
acter of a rate only by reviewing the 
propriety of the elements of which the 
rate was composed. No other way is 
known to our law, or ever was fol- 
lowed by any authority so far as we 
know. No standard is available for 
use in any other process of review. 

[26] When the court examined 
the “allocation of costs” in this case, 
it was examining the “end result” of 
the prescribed rate, because one phase 
of the “end result” is that the rate 
must yield enough revenue to meet all 
proper expenses. The contention of 
the Commission that a reviewing court 
has no power to inquire into a chal- 
lenged refusal to include certain ex- 
penses in the computation of a pre- 
scribed rate, is without merit. 

Not only do the foregoing general 
observations apply in the present case, 
but this allocation involves one of 
those difficult and delicate balances be- 
tween Federal and state authority, 
and thus in a peculiar respect requires 
judicial scrutiny. The Federal stat- 
ute, as was necessary, forbids Federal 
regulation of local intrastate rates. 
But, obviously, if the Federal Com- 
mission can arbitrarily refuse to allow 
in its regulated interstate rates the 
full and true costs of the interstate 
business, it can present the company 
with a dilemma. If the uncompensat- 
ed interstate costs be imposed upon 
the local intrastate business, the Fed- 
eral authority has, by indirection, con- 
trol of those rates, even to the extent 
of making such business so expensive 
as to be prohibitive. If the uncompen- 
sated interstate costs be not imposed 
upon the intrastate business, obviously 
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the fairness and reasonableness of 
the prescribed interstate rates are fic- 
tions. 

[27] The Commission says that no- 
where in its opinion did this court 
say that the resulting rates were un- 
reasonable, unfair, or confiscatory. A 
rate order which does not provide for 
proper allowable expenses, taxes, de- 
preciation and return, is unfair, unrea- 
sonable and confiscatory. We thought 
it unnecessary to recite that obvious 
basic premise. 

The Commission also now attempts 
to translate the carefully stated con- 
clusion of the Supreme Court upon the 
peculiar facts and concessions in the 
Panhandle Eastern Case * into a gen- 
eral doctrine applicable to all cases. 
The Commission says that that de- 
cision supports its position here, be- 
cause the court there held that no for- 


mal allocation of costs was there nec- 
essary. That the opinion in that case 
was based upon facts, agreements, and 
concessions distinctly present in that 
record was meticulously stated by the 


court. The case at bar presents no 
such record or question. 

[28] The Commission says, “The 
court, unlike the Commission, is not 
an expert body. .’ Be that as it 
may, the Commission, even though 
expert, is forbidden to be arbitrary. 





8 Panhandle Eastern Pipe Line Co. v. Fed- 
eral Power Commission (1945) 324 US 635, 
89 L ed 1241, 58 PUR NS 100, 65 S Ct 821. 


And the courts are directed to prevent 
it from being so. The Commission 
cannot, and we do not understand it 
to claim that it can, shield arbitrariness 
by averments of its own infallibility, 
by technical expressions, or by failure 
to state adequate reasons for its con- 
clusions. This court, in the present 
case, has not reversed the conclusions 
of the Commission, except in the pro- 
cedural sense necessary to a remand. 
It has remanded the case for clarifi- 
cation where clarity is not present, and 
for completion where incompleteness 
now exists. When the findings and 
conclusions are complete and clear, 
the court will then, if appropriate pro- 
ceedings are brought, consider wheth- 
er the ultimate rulings of the Commis- 
sion are within the permissible bounds 
of its power. The Commission says 
that the court has substituted its judg- 
ment for that of the Commission. The 
court has not done so. That conten- 
tion in the present case is merely the 
recitation of a favorite cliche of ad- 
ministrative tribunals whose findings 
and conclusions have been queried by 
a court. 

The other contentions of the Com- 
mission in its petition for rehearing 
were presented upon its predecision 
brief and argument. We have reéx- 
amined them but are of opinion that 
the petition should be denied. 


Denied. 
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Re Portland Gas Light Company 


F. C. 1251 
June 4, 1947 


PPLICATION for authority to add fuel cost adjustment provi- 
A sion to gas rate schedule; fuel clause disallowed. 


Rates, § 253 — Definiteness of schedules — Statutory requirements. 
1. The statute requiring a utility to file a schedule showing “all rates, tolls 
and charges” contemplates a schedule from which the customer and the 
Commission can ascertain accurately and definitely the cost to the customer 
of a given service under definite service conditions, without reference to 
extraneous data solely in the possession of the utility, p. 156. 

Rates, § 1 — Meaning of “rate.” 
2. The word “rate” means the amount which a customer must pay a utility 
for the service he receives, p. 156. 

Rates, § 303 — Fuel adjustment clause — Legality of clause. 
3. A rate schedule providing no fixed charges, but proposing that charges 
shall fluctuate and vary according to the cost of fuel, is not a schedule of 
“rates, tolls and charges” as contemplated and required by the statute re- 
quiring utilities to file a schedule showing all rates, tolls, and charges, 
p. 156. 

Rates, § 303 — Fuel adjustment clause — Validity. 
4. It is not in keeping with the objective of the statute governing rates to 
make it incumbent upon a utility customer, because of a fuel clause, to obtain 
voluminous data from the utility and to apply various formulae thereto 
in order to find out whether or not his bill has been correctly computed, 
p. 157. 

Rates, § 303 — Reasonableness — Cost of fuel. 
5. The cost of fuel, while a large element in the cost of gas service, is not 
the only factor to be considered in passing upon the reasonableness of gas 
rates, p. 157. 

Rates, § 87 — Commission duty — Delegation of functions — Fuel clause. 
6. The law imposes a duty upon the Commission to require fixed and 
definite rates in a gas rate schedule and the Commission has no legal 
authority to delegate its functions in this regard by permitting a fuel adjust- 
ment clause, p. 158. 


* 


APPEARANCES: William S. Lin- By the Commission: Portland 
nell, Portland, for Portland Gas Light Gas Light Company, a corporation 
Company ; John D. Leddy, for Nation- operating a gas plant in the city of 
al Biscuit Company. Portland, Maine, and vicinity, is a pub- 
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lic utility within the meaning of Chap 
40 of the Revised Statutes, and as 
such, is amenable to the jurisdiction of 
this Commission. On January 16, 
1947, it filed with this Commission 
Class A, Sheet No. 13, amended, to its 
rate schedule M.P.U.C. No. 8, propos- 
ing a fuel cost adjustment provision 
applicable to all rate schedules, to be- 
come effective February 15, 1947. 

The Commission, after summary in- 
vestigation, suspended the operation 
of the rate for a period of three months, 
by order dated January 30, 1947, and 
inasmuch as sufficient time did not 
exist prior to May 15, 1947, in which 
to hold a hearing and promulgate a 
decree, the rates were suspended, on 
April 30, 1947, for a further period of 
three months, unless otherwise or- 
dered. On the same date it was or- 
dered that a public hearing be held at 
the offices of the Public Utilities Com- 
mission, State House, in Augusta, on 
May 15, 1947, at 10 o’clock in the 
forenoon, daylight saving time. Hear- 
ing was held accordingly. Notice was 
proved to have been given as ordered, 
and appearances were entered as above 
noted. 

On April 29, 1942, this company 
filed with the Commission, an amend- 
ment to its rate schedule, consisting of 
fuel surcharge provisions substantial- 
ly similar to those here under consid- 
eration, but limited to “the duration 
of the national emergency and ninety 
days thereafter.” Such amendment 
was issued to become effective June 27, 
1942. 

Under the urgency of wartime con- 
ditions and in view of the fact that 
the amendment was of an emergency 
and temporary character, it was per- 
mitted to become effective under the 
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applicable statutory provisions without 
a hearing being invoked by this Com- 
mission. 

It is now proposed by Portland Gas 
Light Company that the above-men- 
tioned fuel adjustment provisions, with 
slight alteration, be placed in effect as 
a normal and permanent feature of its 
rate schedule. 

The proposed amendment currently 
before us, reads as follows: 


“FuEL Cost ADJUSTMENT 
“Applicable to all Rate Schedules 


“A fuel cost adjustment will apply 
to all bills rendered under any of the 
company’s filed schedule of rates, 
subject to the following conditions: 


“(a) Whenever the weighted aver- 
age cost of boiler fuel plus generator 
fuel and water gas oil less credits for 
residual and steam sales for any con- 
secutive three months’ period exceeds 
24 cents per thousand cubic feet of gas 
manufactured, then for each whole one 
cent of such excess a fuel cost adjust- 
ment at the rate of one cent per 
thousand cubic feet, computed to the 
nearest whole cent, shall apply to all 
bills rendered during the second bill- 
ing month following such _ three 
months’ period. 

“(b) The costs of boiler fuel, gen- 
erator fuel, and water gas oil and of 
residual and steam sale credits shall 
be determined in accordance with the 
Uniform System of Accounts as pre- 
scribed by the Maine Public Utilities 
Commission. 

“(c) During the existence of this 
fuel cost adjustment the base rate to 
which it shall be applied under Indus- 
trial Rates G and L shall be that pro- 
duced by the application of the oil 
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clause in said Rates, which shall re- 
main at the levels attained on June 27, 
1942.” 

This proposal presents to the Com- 
mission a question of fundamental im- 
portance involving the basic concep- 
tion of our statutory duty with respect 
to the regulation of rates. 

We are not unaware of the fact 
that the changing conditions incident 
to the war and its effects have given 
rise to somewhat widespread use of 
flexible fuel clauses in other jurisdic- 
tions and that in some states such 
arrangements have apparently met 
with Commission approval. Never- 


theless, we think it incumbent upon us 
to reéxamine briefly, in the light of 
this proposal, our duty under the 
Maine statutes and judicial pronounce- 
ments. 


[1-3] Under Rev Stats Chap 40, 


§ 16, the rate, toll, or charge of a pub- 
lic utility must be “reasonable and just, 
taking into due consideration the fair 
value of all its property with a fair 
return thereon, its rights and plant as 
a going concern, business risk, and de- 
preciation.” 

Section 34 of the same chapter ex- 
pressly imposes upon the utility the 
burden of proof to show that any 
change in its rates is reasonable. 

Section 26 requires every such util- 
ity to file with the Commission, sched- 
ules “which shall be open to public in- 
spection, showing all rates, tolls, and 
charges which it has established and 
which are in force at the time for any 
service performed by it within the 
state.” 

Section 31 provides that “it shall 
be unlawful for any public utility to 
charge, demand, collect, or receive a 
greater or less compensation, 
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than is specified in such printed sched- 
ules as may at the time be in 
force, or to demand, collect, or receive 
any rate, toll, or charge not specified 
in such schedules.” 

When the statute requires the util- 
ity to file a schedule showing “all rates, 
tolls, and charges,” we think this con- 
templates a schedule from which the 
customer and the Commission can as- 
certain accurately and definitely the 
cost to the customer of a given service 
under definite service conditions with- 
out reference to extraneous data solely 
in the possession of the utility. 

The word “rate” is defined by 
Webster to be the price or amount 
stated or fixed on anything. Raun v. 
Reynolds (1858) 11 Cal 14, 19. 

Under the Interstate Commerce Act 
the word “rate” has been held to mean 
the net cost to the shipper of the trans- 
portation of his property,—that is the 
net amount the carrier receives from 
the shipper. Federal Gravel Co. v. 
Detroit & M. R. Co. (1930) 248 Mich 
49, 226 NW 677; United States v. 
Chicago & A. R. Co. (1906) 148 Fed 
646, 647. 

We regard the word “‘rate’’ as mean- 
ing the amount which the customer 
must pay the utility for the service he 
receives. A schedule such as that 
filed in this case, providing no fixed 
charges, but proposing that such 
charges shall fluctuate and vary ac- 
cording to conditions, is not, in our 
opinion, a schedule of “rates, tolls 
and charges” as contemplated and re- 
quired by § 26. It is, rather, a state- 
ment of a method of arriving at the 
rates. 

It will furthermore be noted that in 
§ 31 the word “compensation” is em- 
ployed and it is required that same be 
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“specified.” The section prohibits the 
collection of a greater or less compen- 
sation than is specified and prohibits 
the charging of any rate “not specified 
in such schedules.” 

It is apparent to us that one end 
which the legislature sought to accom- 
plish by this explicit language, was to 
place upon the public record, the facts 
necessary to enable the customer to de- 
termine how much money he is re- 
quired to pay for a given service. 

[4] Under the proposed schedule a 
customer, upon consulting same, would 
have no knowledge of what he must 
pay for gas. He would be required, 


in order to verify the amount of his 
bill, not only to investigate the official 
rate schedule on file with this Commis- 
sion, but also to ascertain the weight- 
ed average cost of fuel of several types 
to the gas company for the applicable 


three months’ period, and also the 
“credits for residual and steam sales” 
for the same period. We do not think 
it in keeping with the objective of the 
act to make it incumbent upon such 
customer to obtain voluminous data 
from the company and to apply various 
formulae thereto in order to find out 
whether or not his bill has been cor- 
rectly computed. 

It is true that this Commission, un- 
der the statutes, would have full power 
to obtain from the company, from time 
to time, all required data involved in 
the upward or downward variations 
in the charges based upon the fuel 
clause, in order to ascertain whether or 
not such charges are just and reason- 
able and whether or not they have been 
correctly computed. This, however, 
would amount to a shifting of the bur- 
den of proof from the utility where it 
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legally belongs, to the Commission 
where it does not belong. 

[5] We apprehend that in ascertain- 
ing the reasonableness of rates, it is 
our duty to take into account all rele- 
vant factors. The proposed fuel clause 
is intended to bring about changes in 
rates or compensation upon the basis 
of one factor alone, namely, the cost 
of fuel. Notwithstanding the fact 
that the cost of fuel is a large element 
in the cost of gas service, we see no 
reason to exclude the consideration of 
other factors when a change is made 
in the cost of gas to the customer. 
Fuel cost may have increased during a 
certain period, yet it is conceivable 
that such increase may be wholly or 
in part offset by decreases in the cost 
of other items. 

If this proposal is sound in principle, 
it would be equally sound for this or 
some other utility to make use of a 
similar clause with reference to labor 
costs, so that the rates would fluctuate 
in direct proportion with wage ad- 
justments, or it might be applied to 
any one of numerous items of operat- 
ing costs, or conceivably to all operat- 
ing expenses in the aggregate. This 
would no doubt materially reduce the 
work of this Commission, but were 
such arrangements to be sanctioned, 
we doubt that we should be properly 
discharging our public duty. 

This proposal, in effect, calls for a 
delegation of the public responsibility 
of this Commission to the utility. Al- 
though it is permissive in character 
and subject to recall, it is nevertheless 
effective. The utility would be making 
the automatic rate changes itself, upon 
its own determination, as to the fair 
cost of fuel. If this method were more 
69 PUR NS 
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broadly applied as above suggested, it 
would be doing likewise as to the fair 
cost of labor and other operating ex- 
penses. Whether or not fair prices are 
paid for fuel would, in effect, be de- 
termined not by this Commission but 
by the utility itself. 

It may also be noted that the pro- 
posal tends to lessen the incentive for 
the utility to keep fuel costs at the 
lowest possible level. 

[6] It appears to us that the public 
interest requires this Commission to 
resist proposals which would, in the 
future, tend to impair its effectiveness 
in the discharge of its public obliga- 
tions. We think the law necessitates 
that we require fixed and definite rates 
in the schedule and that we have no 
legal authority to delegate our func- 
tions in this regard. 

In the case of Re Caribou Water, 


Light & P. Co. (1922) 121 Me 426, 
PUR1923A 140, 117 Atl 579, the su- 
preme judicial court of this state had 
before it the question of the propriety 
of a provision in a rate schedule not 


unlike this in principle. The rates, 
therein provided, called for specific 
sums to be paid annually by the town 
for public water service, plus the 
amount of taxes annually assessed by 
the town upon the property of the util- 
ity. Although the case involved some 
other features as well, it is none-the- 
less apparent from the opinion, that the 
court in holding such an arrangement 
invalid, adopted the view that the 
rates must be fixed and specific. Thus, 
at p. 431, of 121 Me, and p 145 of 
PUR1923A, the court said: “The 
determination of what are reasonable 
rates under the act creating the Public 
Utilities Commission in this state con- 
templates, we think, certain and 
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definite rates, and not rates which may 
fluctuate from year to year by reason 
of the acts of some other body, as in 
this case the town and its board of as- 
sessors.” With further reference to 
the same point, the court says [same 
pages]: “It may be a practical and 
effective way of restraining what we 
have no doubt is a natural tendency of 
municipal officials of meeting increased 
municipal rates by increased valuation 
of the utility’s property, a practice 
which, while it should be condemned, 
may not be legally circumvented by any 
automatic arrangement of elastic rates 
which contract and expand with the 
valuation and tax rate.” 

If such an “arrangement” cannot le- 
gally be made with respect to expenses 
for taxes, we know of no reason by 
which we should be warranted in sanc- 
tioning the application of the identical 
principle to fuel costs, through the 
means of “elastic rates which contract 
and expand” therewith. 

If public utility rates cannot proper- 
ly be made to fluctuate upon the basis 
of acts of public bodies such as a town 
and board of assessors, a fortiori such 
changes cannot be regarded as permis- 
sible when based upon the acts of the 
utility itself. 

Since the Commission takes the 
view herein expressed, we have no 
occasion presently to consider the 
financial data submitted in evidence. 

If, however, Portland Gas Light 
Company wishes to file a new schedule 
of rates, definite in its application, 
which it considers necessary to pro- 
vide a fair net return on its investment, 
the Commission will consider the case 
upon its merits and issue such decree 
as may appear to be warranted. 
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To make an order relative to the 
fuel clauses contained under Rates G 
and L in the existing schedule would 
appear to be beyond the scope of the 
present proceeding, although the Com- 
mission could raise the question of 
their propriety on a complaint insti- 
tuted upon its own motion. This, we 
trust, will not be necessary, as we in- 
vite the company to revise said Rates 
G and L in conformity with the views 
set forth in this decree, and likewise to 
eliminate the temporary fuel surcharge 
provided for in Class A, Sheet No. 13, 


original, of its schedule M.P.U.C. No. 
8. 

If the company’s fuel costs are sub- 
ject to such a degree of fluctuation as 
to make it necessary, it may establish 
for quarterly periods, specific fuel sur- 
charges, each filing to be accompanied 
by the data upon which such sur- 
charges are based, and same may be 
made effective upon fifteen days’ no- 
tice, unless the Commission should, 
in any instance, find cause to sus- 
pend same and order a hearing there- 
on. 





FEDERAL POWER COMMISSION 


Re R. J. Whelan et al. 


Docket No. G-899 
May 20, 1947 


PPLICATION by partnership for determination that it is not a 
natural gas company under Natural Gas Act; granted. 


Gas, § 2.1 — Jurisdiction of Federal Power Commission — Production and gather- 


ing of gas. 


A partnership proposing to engage solely in the production and gathering 
of natural gas and its sale to a transmission corporation, after dehydration 
in a plant to be constructed by the partnership, would not be operating as 
a natural gas company within the meaning of the Natural Gas Act and 
would not be subject to the orders, rules, and regulations of the Commis- 
sion applicable solely to natural gas companies, where there is no affiliation 
between the partnership and any person engaged in natural gas production, 
gathering, or transmission operations, the contract with the transmission 
company will be an arm’s-length transaction, and the partnership will not 
be engaged in transporting natural gas in interstate commerce. 


By the ComMISsION: 


Upon con- 


19, 1947, by R. J. and D. E. Whelan, 


sideration of the application filed May a partnership, for a determination that 
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it is not a natural gas company under 
the Natural Gas Act and that the part- 
nership’s proposed operations will not 
be subject to the jurisdiction of the 
Commission : 

It appears to the Commission that: 
(1) The partnership proposes to en- 
gage solely in the production and gath- 
ering of natural gas in the Whelan 
field, Harrison county, Texas, and the 
sale of the natural gas so produced and 
gathered to Texas Eastern Transmis- 
sion Corporation (Texas Eastern) 
after dehydration in a plant to be con- 
structed by the partnership at or near 
the point of delivery to the latter com- 
pany. For the purpose of making such 
sale, the partnership will construct its 
own gathering lines connecting its 
wells with the main transmission line 
of Texas Eastern, at which point the 
gas will be metered and sold; (2) 


There is no present affiliation, direct 


or indirect, between the partnership 
and any person engaged in natural gas 
production, gathering or transmission 
operations, and the contemplated con- 
tract between the partnership and Tex- 
as Eastern will be an “arm’s-length 
transaction” ; (3) The partnership will 
not be engaged in the transportation 
of natural gas in interstate commerce, 
subject to the jurisdiction of the Com- 
mission, in the delivery of natural gas 
to Texas Eastern under the proposed 
contract ; 

Upon the facts presented in the ap- 
plication, the Commission therefore 
finds that: In its proposed operations 
the partnership of R. J. and D. E. 
Whelan will not be a “natural gas com- 
pany” and will not be subject to the 
orders, rules, and regulations of this 
Commission applicable solely to nat- 
ural gas companies as defined in the 
Natural Gas Act. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel 


Washington Water Power Plans 
Five-year Program 


Wea WaTeR Power CoMPANY 
probably will spend about $3,000,000 a 
year for the next five years on construction in 
Washington and Idaho, J. E. E. Royer, vice 
president, has announced. 

The company early this year had outlined 
a near $3,000,000 construction program for its 
territory in Washington and Idaho. That 1947 
figure is now about $3,500,000. This construc- 
tion program is about 60 per cent complete. A 
major item of expense under this year’s pro- 
gram has been the rebuilding of the distribu- 
tion system to increase capacity at a cost of 
about $1,000,000. 

Of the five-year program, nearly half, or 
$7,000,000, is earmarked for Spokane. About 
$3,700,000 will be used for improvements in 
the transmission and distribution system, $1,- 
750,000 for substations and substation improve- 
ments, $650,000 for street lighting .moderniza- 
tion, and $800,000 for general improvements 
of service buildings and other miscellaneous 
items. 


Gas Range and Automatic Water 
Heater Shipments Show Gain 


ESPITE continuing steel shortages, the Gas 

Appliance Manufacturers Association re- 
ports that gas ranges produced and shipped 
during the first six months of 1947 totalled 1,- 
166,000 units, an increase of 40.6 per cent over 
the 829,300 units shipped during the cor- 
responding period in 1946. 

Automatic gas water heater shipments for 
the first six months of 1947 reached an all- 
time high of 937,700 units, representing an in- 
— of 74.8 per cent over the same period of 


Type H Stirling Boiler 


A NEW bulletin has been announced by The 

Babcock & Wilcox Company describ- 
ing the Type H Stirling Boiler. This boiler 
is a relatively small, water-tube unit, designed 
primarily for installation where headroom is 
limited. It is said to be particularly suitable 
for smaller central stations, for industrial 
power plants, for process steam require- 
ments, and for heating purposes. 

The bulletin describes this boiler complete- 
ly, cites several typical installations, and in- 
cludes dimensional data for the various sizes 
and capacities of the unit. 


Robins Booklet Describes 
Car Shakeout 


HE Ropins ‘Conveyors Division of 
Hewitt-Robins Inc. has issued a new 
bulletin completely describing and _ illustrat- 
ing the Robins Car Shakeout. Bulletin No. 
128-A not only presents the statements of the 
manufacturer—that the Robins Car Shake- 
out unloads hopper-bottom cars in only a few 
minutes, with only two men, without any 
manual labor, even with frozen material—but 
offers substantiating evidence in the form of 
reports from owners of the equipment relating 
their savings in unloading such substances as 
coal, petroleum, coke, limestone, ore, and other 
bulk materials, even when they are frozen. 
Copies of the bulletin are available from the 
manufacturer, 270 Passaic avenue, Passaic, 
New Jersey. 


New American Standards 
Listing Available 


AY entire new listing of its 874 standards 
is now available free of charge at the 
American Standards Association and may be 
obtained from their office, 70 East 45th street, 
New York 17, New York, P. G. Agnew, vice 
president of the American Standards Associa- 
tion announced recently. 

The new listing of American Standards in- 
cludes prices which are revised slightly up- 
ward, because of increased production cost, 
Dr. Agnew said. 

A number of additional revised standards 
approved since the January 1947 issue of all 
American Standards are included, 


Lighting Exhibit and Forums 
Postponed Until March 


HE board of directors of the Fluorescent 

Lighting Association has decided to post- 
pone the Exhibit and Forums which were 
scheduled for October 7th, 8th, and 9th until 
March, 1948, 

This postponement will make available more 
adequate hotel facilities. It will also avoid con- 
flict with the several other lighting meetings 
scheduled for this fall. 


G-E Appointment 


S. Ginn has been appointed assistant 

¢ manager sales in General Electric’s 
power transformer section, transformer divi- 
sion, it was announced by H. F. McRell, man- 
ager of the company’s transformer division. 
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HYDRAULIC TURBINES 
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PRESSURE VESSELS 


xx 


STEEL, IRON and 
BRASS CASTINGS 
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HEAVY FORGINGS— 
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NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


Newport News, 
VIRGINIA 
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PREFABRICATED PIPING 
by GRINNELL 


VERY cue ts uP 


with this rotating welding fixture... 


ERE IS GRAPHIC PROOF of one of the many rea- Summed up, Grinnell Prefabricated Piping as- 

sons why the welds on Grinnell Prefabricated sures quality and economy because of one source 
iping are clean and flawless. With roll welding the for design and fabrication; pretesting and approval 
perator can work to better advantage because the before shipment; only completed assemblies are 
host accessible welding position is maintained. billed and at predetermined prices; delivery sched- 
so welding bead can be cleaned during rotation. ule can be predetermined but kept flexible; field 
Grinnell shops are equipped with hundreds of assembly time is materially reduced. Write for 
ich aids to better welding — jigs, turntables, ad- booklet, “Prefabricated Piping by Grinnell”. 


istable fixtures and positioners . . . all manned by 
alified welders, each a specialist in his type of GRINNELL COMPANY, INC. 


ork, Executive Offices, Providence 1, R. I. 
Correct welding is but one of many reasons why Pipe Fabrication Plants 
ngineers everywhere rely on Grinnell for prefab- Cranston, R. I. * Atlanta, Ga. © Warren, Ohio 
cated piping. They know they can be sure of ex- ; 

interpretive engineering and laboratory re- 
arch, modern fabricating facilities and rigid in- 
ection. 

Branch Warehouses 

lanta 2, Ga. Kansas City 16, Mo. Philadelphia 34, Pa. 
rlotte 1, N. C. Les Angeles 13, Cal. Sacramento 14, Cal. 

o 9, Til. Milwaukee 3, Wis. St. Louie 10, Mo. 
eland 14, O. Minneapolis 15, Minn. St. Paul, Minn. 


mston 7, R. I. New York 17, N. Y. San Francisco 7, Cal. 
: » WHENEVER PIPING 1S INVOLVED 


1, Tex. Oakland 7, Cal Seattle 1, Wash. 
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FOR e A HIGH DAILY FOOTAGE 
@ FAST ACCURATE DIGGING 
@ MINIMUM “DOWN TIME” 
@ LOW OPERATING COST 
@ MINIMUM MAINTENANCE 


Whether the work’s for 


Oil, Gas, Water, farm or airfield 
Telephone,Sewer, > LINES ~ OR drainage, build- 
Gasoline, Power \ ing foundations 


For the CLEVELAND Model best fitted for your work consult 
your nearest CLEVELAND dealer, or write direct. 


= 
NOs vel? 
ma” THE CLEVELAND TRENCHER CO 


20100 ST. CLAIR AVENUE * CLEVELAND 17, OHIO 
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Quality of workmanship and material and 
ound engineering are good reasons why 
Norwalk stays on top in the disc check valve 
field. But that’s only part of Norwalk’s story. 
onvenient stocks of Norwalk products at 11 
branches help keep installation crews work- 
ng without interruption. Norwalk also has 
qualified gas men at those same 
branches to help their customers 
ith the tough problems. 


orwalk disc check valves are 
vailable with horizontal swing 
lisc, vertical swing disc or free 
loating disc, with either hard 
at or composition seat. 









33 Railroad Avenue 


NORWALK 


VALVES © REGULATORS *© GOVERNORS 


GAUGES e N.50 INSPIRATOR 


mt ) 








NORWALK DISC CHECK VALVES 


Preferred by gas engineers for 70 years 


Sizes From 


af 
8 to 


36” 


Immediate Delivery 
on smaller sizes 
From Stocks at 11 Branches 
Hard Seat or Composition Seat 


Cast iron or bronze in small sizes. Cast iron 
exclusively in the larger sizes. Steel or alu- 
minum bodies available on special order. 3%” 
to 3” sizes screwed, 4” screwed or flanged. 
6” to 36” flanged. 

All 125 pound standard. Large capacity with 
low pressure drop. 14” pressure will open fully. 


All discs are ground in. Swing 
disc assembly is easily accessi- 
ble for cleaning, repair or re- 
placement ... without removing 
valve from line. 


Request complete specifications 
and prices today. 


NORWALK VALVE COMPANY 


South Norwalk, Conn. 


SOLE MANUFACTURERS 


CONNELLY 


GOVERNORS e VALVES e@ REGULATORS 


GAUGES e@e MERCURY LOADERS 
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There are 22 basic models in the International Line. Er 
gineers at International’s four great truck works are maste 
at specializing these 22 models into more than 1,000 differen 
types of trucks. 

That's one reason why, for each of the past 15 years, moi 
new heavy-duty Internationals have been registered b 
American users than any other make of truck. 

Here are two others: 

1. The International Truck Point Rating System, whi 
enables International Dealers and Branches to determine 

40TH ANNIVERSARY OF INTERNATIONAL TRUCKS payload that may be economically carried. 

2. Specialized truck service. 


1907-1947—Forty Years of International Truck : 
Service to Industry, Commerce and Agriculture For any truck problem, see your International Dealer o 
Branch. 


INTERNATIONAL HARVESTER COMPANY /\ A 
180 N. Michigan Avenue Chicago 1, Illinois NTERNATIC 
. v 


INTERNATIONAL JZrucks 
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HOW TO PLAN YOUR 
FUTURE RATE STRUCTURE 


From 95 rates to only 5! 


Typical long range plan for sound growth through progressive rate sim- 
plification as developed by EBASCO consultants for a Southern utility. 


F you need practical 

answers to your rate- 
structure problems, look to 
EBasco consultants for down- 
to-earth help. 


Specialists with long experi- 
ence in all types of utility rate 
problems, these men also have 
the assistance of EBAsco spe- 
cialists in the related fields of 
engineering, operation and 
finance. 


They’re available for consul- 


tation and assistance on any 
phase of your problems— in- 
cluding the preparation and 
presentation of data before 
regulatory bodies. 


Write for folder on Rate and 
Economic Research for Public 
Utilities. 


EBASCO 


SERVICES 


INCORPORATED 


TWO RECTOR STREET, NEW YORK 6, N.Y. 
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PROFESSIONAL DIRECTORY 


* This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. » > » 





Tae American Arppraisat Company 
ORIGINAL COST STUDIES e VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


CHICAGO 
PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


£2 for, Bacon & Davis 


Bad VALUAT " 0 ws Engineers CONSTRUCTION 


RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO © LOS ANGELES 














GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 


Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 








Operating Betterments, Personnel Relations, 
Inspections and Surveys, Reading - Philadelphia Original Cost Accounting, 


Feed Water Treatment. Washington * New York Accident Prevention. 








FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 


a7 h uljia n Jj Copoudton 


ENGINEERS a CONSTRUCTORS 








WILLIAM 8S. LEFFLER 


Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 





LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H,. MANNING & COMPANY) 


REPORTS — INVESTIGATIONS — VALUATIONS 
BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 
f Complete Services for GAS and ELECTRIC Utilities 


DESIGNING * ENGINEERING © CONSTRUCTION 
PIPING © EQUIPMENT « SURVEYS ¢ PLANS 




















Complete Plants, Additions or Installations . 


y detail geared to more profitable operation. 


Sée Sweets Files, Refinery Catalog, etc for details 





PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 





| SANDERSON & PORTER SaP 








ENGINEERS 
AND 


CONSTRUCTORS 
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Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, lil. 








1309 Liberty Bank Building 


E. A. STEINBERGER 


Consulting Valuation Accountant and Engineer 


Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 


Member 
The National Society of Professional Engineers and National Society of Cost Accountants 


Dallas 1, Texas 








80 BROAD STREET 


The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 
Consulting Engineering 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
FRANCIS Ss. FRIEL 


Water, pet. and Industrial Waste Probl 
Airfields, Refuse Incinerators, ndustrial Buildings 
City Planning, Reports, Valuations. Laboratory 


1528 WALNUT STREET PHILADELPHIA 2 





JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


PUBLIC UTILITIES AND mee eermALs 
SUPERVISION OF Caen oe TION 
ate DESIGN — TECHNICAL FUBLICATIONS 
REPORTS — EXAMINATIONS — APPRAISALS 


BOSTON NEW YORK 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and _re- 
ports, design and supervision of con- 


struction of Public Utility Properties 
4706 BROADWAY 


KANSAS CITY, MO. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 

in connection with 
rate inquiries, depreciation, fixed capital 
ceclassification, original cost, security issues. 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building 


Indianapolis, Ind. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS. REPORTS, RATES 


231 S. LaSatie Sr., Cxicaco 








W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


























FRANK O’NEILL 
Public Utility Consultant 
327 South LaSalle Street, Chicago 4, Illinois 


Accounting, financial, insurance, tax, rate case 
work and original cost studies. 





(Professional Directory Continued on Next Page) 








32 Public Utilities Fortnightly 


September 25, 194 





PROFESSIONAL DIRECTORY (concluded) 





ROBERT T. REGESTER 


Consulting Engineer 


Hyprau.ic Structures — Utimiries 
FLoop Contro. — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 


MANFRED K. TOEPPEN 
ENGINEER 
CoNSULTATION—I NVESTIGATION— REPORTS f 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 
MATTERS 


261 Broadway New York 7, N. Y. 








A. S. SCHULMAN ELEcrric Co. 


WESTCOTT & MAPES, ine.) ji. . 











Appraisals — Reports 
Operating — Financial — Plant 











‘ re s ARCHITECTS & ENGINEERS Job-Re 

RANSMISSION LINES—UNDERGROUND DistRri- ITas 
BUTION — Power STATION — INDUSTRIAL — INVESTIGATIONS vs REPORTS . 

CoMMERCIAL INSTALLATIONS DESIGN e SUPERVISION his tr 

537 SoutH DEARBORN ST. Cuicaco New Haven, Connecticut e hips 

ucK e@ 

pend: 

Representation in this Professional Directory " 

SLOAN, COOK & LOWE may be obtained at very reasonable rates. hers ‘ 

CONSULTING ENGINEERS Kindly address inquiries to: ~~ 

120 SOUTH LA SALLE STREET t v 
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ake a good look at this truck! It’s a 
Job-Rated” truck—a truck built to 
IT a specific hauling job. 





his truck has “Job-Rated’’? power— 
e right one of seven great Dodge 
uck engines for pulling its load... 
pendably, and economically. 


has exactly the right clutch, trans- 
ission, springs, frame, rear axle—the 
ht units throughout—for longer- 
isting, more dependable service. 


uch a truck performs better, enables 
is owner to give better service to his 
ustomers, lasts longer, and saves 
honey. 





ONLY 


There’s a “Job-Rated” truck to fit 
your job, too! 


To get such a dependable and eco- 
nomical truck—simply explain your 
hauling problems in detail to your 
Dodge dealer. He will select the right 
Dodge “‘-Job-Rated”’ truck for your job. 


* * * 


Your Dodge dealer is interested in your 
continued satisfaction: First, by selling 
you a truck that fits your job; Second, 
by giving you dependable Dodge truck 
service; Third, by providing you with 
truck parts that are identical with 
original Dodge “‘-Job-Rated”’ truck parts. 


DODGE BUILDS (ft-Kulid TRUCKS 








Fit the Job...Last Longer ! 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 




















EMPLOY 
Endurite 


Heat Resisting Insulation 





@ CRESCENT SERVICE CABLES, sizes No. 6 AWG ££ 
and larger, are INSULATED with a Type RH Crescent x 
ENDURITE super-aging, heat resisting rubber com- p 
pound of the best grade obtainable that gives | a, & 
greater current carrying capacity than or cod 
grade insulated service cable. 


@ Service cable is the bottleneck limiting the pan on 
of customer demand for all appliances and future ‘A 
business for the contractor, dealer, wholesaler and * 


power supplier. 4 


@ With CRESCENT SERVICE CABLE you get maxi- = 
mum load c. pacity, long life and value. Made in] ype 
SE, Style U as shown; Style A with a galvanized Stee 
armor tape over the bare neutral conductor, 

Type SD, Drop Cable. Sizes #12 to #2 AWE 

and three conductors. 3 





CRESCENT INSULATED WIRE & CABLE 
TRENTON, ; 


CRESCENT, 


|s WIRE and CABLE 

















